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EXPANSION AHEAD 
FOR THE 
BUILDING INDUSTRY 


Prospects for the building 
industry for the next five 
years are brighter than in all 
our history. So say the experts. 

Annual estimates of new 
construction running from 
twelve billion to fifteen billion 
dollars in the next few years 
are made by government and 
private authorities. These 
estimates embody the resi- 
dential, commercial, indus- 
trial, public works and public 
utility classifications. Many 
different divisions of the 
building industry may be 
expected to benefit from this 
anticipated upsurge of ac- 
tivity. 

We have prepared a 40- 
page survey and analysis of 
thirty-two important com- 
panies operating in these 
divisions. Their stocks have 
been selected because, in our 
opinion, they offer opportuni- 
ties for capital gain over the 
longer term. This report is 
available on request. 
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Steel, the giant mother lode of American in-will inevitably compel other industries to ent eco 
dustry, is at a virtual standstill because of theclose their plants; production will be de- 

strike of 750.000 emloyees for higher wages.layed; and shortages prolonged. An early set- 

Forced idleness of this most basic industrytlement is to be hoped for fervently. 
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WHO’S EXPLOITING LABOR? ... The world has 
moved so swiftly along the paths of scientific and 
productive development that it has been too busy to 
mark the changes which have taken place in the 
relationship between industry and labor on the one 
hand, and union leaders and labor on the other. 
Thus, we are still thinking of labor problems in 
terms of twenty-five years ago. 

The evolution has produced startling results. 
Whereas union heads of yesteryear, under the 
statesmanlike leadership of such men as the late 
Samuel Gompers, concentrated on obtaining higher 
wages and living standards, union leaders of today 
«have become the magnates of labor—with enormous 
“political appetites—and whose personal ambitions 
Sirequently transcend their interest in the welfare 
of the laboring man, who they do not hesitate to use 
gas a pawn in the great game of power politics. 
Industry, on the other hand, ever since the great 
.= era of mechanization which began in the Twenties, 
“*@has grown closer to labor, for it has become more 
and more dependent on labor as a customer—and 
will continue to be increasingly so as a result of the 
great technological advances of this war, which 
q@gmake good wages for labor essential if the goal of 
aul] prodution is to be reached. . 

Had labor leaders not been impelled by political 
considerations, no strike would have been called at 
this time. They would have waited until next August 
or September when orders on the companies’ books 
Would have given a better indication of future earn- 
ing power on which to properly base wage adjust- 
ments. As it is, the demand for a 30 per cent in- 
qcrease based on wartime earnings, in a much differ- 
ent economic setting, is unreasonable and illogical, 
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The Trend of Events 


strongly suggesting an ulterior motive behind these 
strikes—that their purpose is political power, rather 
than labor welfare. 

And everything points to the fact that these 
strikes are Communist inspired. They follow the 
familiar pattern of “divide and confuse’. In such 
a setting, union leaders would have nothing to lose 
as they would become commissars with power of life 
and death over the working man who would lose 
every vestige of liberty of expression under this 
autocratic totalitarian system of leadership. 

By their acts, Communist elements have given 
new life to black markets, that insidious evil of 
the Old World, which is eating at the very vitals of 
American ethics and seriously interrupting the un- 
fettered flow of goods and commodities to the con- 
sumer. 

The Communist strategy, already well advanced 
through the efforts of 21 Communist members of 
the CIO executive board, has not completely hood- 
winked the ranks of labor. William Green, president 
of AFL, has repeatedly denounced CIO Communists. 
But the rank and file of labor is unable to give effec- 
tive expression of its opposition to domination by 
Communist elements, because it is without aggres- 
sive leadership. They fear the repercussions of open 
revolt, and meanwhile are being appeased by the 
prospect of higher wages—the subordinate issue in 
the present strife. 

At a time when we are on the threshold of the 
greatest era of prosperity ever known, labor is 
being forced to make a crucial choice—the Ameri- 
can system which has given our people the highest 
standard of living in the world, or the Communist 
system of slavery and poverty for the many, power 
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for the chosen few. Upon the decision rests our 
national security and economic well being. 


INFLATION AND THE MARKET... The action of 
the stock market reflects what investors and specu- 
lators think, hope or fear about many things, in- 
cluding inflation. But the market cannot be the 
cause of inflation. Mr. Eccles, Chairman of the 
Federal Reserve Board, knows that. It was tacitly 
admitted in his statement accompanying the an- 
nouncement of “100% margins.” Quite properly, he 
emphasized that the primary source of inflation is 
the “vast accumulation of currency and bank de- 
posits” which was created by the Government’s 
deficit financing and which is now at the disposal of 
the public. He favors a balanced budget. Well, in 
effect, the Reserve Board has washed its hands of 
the market. If stock prices eventually rise to unten- 
able heights, the Board can say that it did all it 
could to prevent excess but that the gesture—which 
is what the margin moves amounts to—was futile. 

Even if the budget were balanced tomorrow, 
shortages of goods would continue for some time 
and the vast supply of money would still be with us. 
Regardless of the budget, wages are going to be 
boosted sharply under the sponsorship of the Ad- 
ministration. That means higher production costs, 
then higher prices, then more labor demands be- 
cause of the higher prices. None of this is any 
secret to investors. How could it be, when ineffective 
gestures from Washington merely advertise the 
fact of mounting inflationary pressures through the 
economy, thereby actually increasing the desire to 
own good common stocks? Also focusing more 
demand on lower-price stocks. 


What effect will the prohibition of margin pur- 
chases have on the market? Probably little, if any. 
There is a plethora of cash for investment or specu- 
lation, also apparently some loopholes through which 
bank credit can still seep into stock purchases. As 
we write, trading volume, on a cash basis, is above 
the daily average of last year by a goodly degree. 
If the market is to be restrained, it will be by the 
good sense of investors. Do not count that out. 


ABILITY TO PAY .. . Competitive business is both 
a profit and loss activity. Those who are demanding 
that industry pay higher wages and absorb in- 
creased costs might do well to reflect upon that 
fact. Considerable substance is given to it in a 
recent bulletin of the Cleveland Trust Company. In 
the 30 years, 1913 through 1942, 12 million cor- 
porate income tax returns were filed. Of these the 
returns reporting no net income were slightly more 
numerous than those reporting net income. As all 
corporations operating for profit are required to file 
income tax returns, data revealed by such returns 
afford the most accurate and complete reports on 
the results of business that we have. 

During the entire period of thirty years the 
highest proportion of returns reporting net income 
was reached in 1917, at 66 per cent of the total. In 
other words, in a year of wartime activity, with 
business incomes larger than they had ever been 
previously, less than two out of three companies 
reported any net income. In 1932 at the depths of 





the depression, 16 per cent, or only one company 
in six reported net income. 

Ability to pay fluctuates widely from year to 
year, and cannot be accurately gauged by the show- 
ing of few large and more successful corporations, 


The evidence clearly indicates that a sizeable pro-| 


portion of our corporations fall into the “marginal” } 
classification, unable to earn any net income even 
under the most propitious circumstances. 


BLACK MARKETS... Black markets continue to be 
a flourishing evil—thriving at the expense of con- 
sumers and legitimate businessmen. They are being 
operated with an astonishing disregard for the law,) 
and with a boldness which can only suggest a feel- 
ing of security in their nefarious undertakings. 
Their operators have shrewdly calculated the let- 
down in public patriotism and have taken full ad-/ 
vantage of it. 3 

It was felt that the end of the war and rationing) 
would drive these commercial rodents into their) 
holes forever. Unfortunately for the public, how- 
ever, events since V-J day have played directly into 
their hands. They are exploiting the shortages 
which have persisted in the wake of the price-wage| 
impasse and the enforced delay in production off 
much needed consumer products. Black markets are} 
in fact, intensifying shortages and prolonging pro-| 
duction. Lengthy strikes would be cause for con- 
siderable jubilation in black market circles. 

The black market racketeers are reaping a veri 
table harvest, and because of their undercover 
existence they are under no compulsion to pay in- 
come taxes, no more so in fact than an ordinary 
thief. Indeed, to pay taxes would be to disclose their 
illegal and insidious business. 

Once there is an abundant flow of goods through 
the legitimate pipelines of distribution, black mar- 
kets will be forced into oblivion. Until that time an 
outraged populace wielding the weapon of boycott! 
is the only real threat to their existence. 


KAISER-FRAZER ... Henry J. Kaiser’s dramatic an-| 
nouncement that he had agreed to boost wages for 
steel workers at his Fontana plant by the full 18% 
cents per hour, as recommended by the President’s 
fact-finding committee, certainly brought him into 
the limelight—although the wage gain will benefit 
only 3000 or 4000 employees. But Mr. Kaiser made 
the most of his opportunity to wave the flag, to 
berate giant competitors with 750,000 workers on 
strike for not falling in line with the President, 
and to court public popularity in the best Hollywood 
technique. Mr. Kaiser can well afford to be generous 
having made no automobiles before, his ceiling 
prices will be based on current costs—not perwar. 
First rewdrd was a natural acclaim by Mr. Mur 
ray, who hailed his as a great American to whom 
the whole country owes a debt. Further advantages 
may accrue when members of labor unions weigh the 
pros and cons in deciding upon their next new cars, 
for by fortuitous circumstances first showing of the 
new Kaiser-Frazer cars occurred within a few days 
after the wage pronouncement, with 50,000 peopl¢ 
in New York storming the premiere. Mr. Kaiser's 
promotion manager deserves a raise, too. 
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A I See Jt! 


By CHARLES BENEDICT 


A TIME FOR DECISION 


T must be evident from the Russian demands for 
investigation of British activities in Greece and 
Indonesia—the brusque attack on our administra- 
tion in Korea—instigation of underground intrigue 
in the United States and elsewhere—that Russia 
believes she has the world by the tail. And her con- 
tempt increases with every concession. 
To what a pass the continued appeasement of that 
country has brought us! 


And the end is not yet 
—for every move that 
Russia makes is another 
step toward the direction 
of her ambitions. We 
should not mislead our- 
selves into believing that 
these moves aie a basis 
for bargaining. Russia 
does not bargain—she 
lays down the law. 


Russian strategy al- 
ways is designed to dis- 
tract attention from her 
main objectives, as in 
Greece, where her protest 
is merely a red herring 
to cover up her own ac- 
tivities, and where she 
seeks to round out her 
campaign for dominant 
control in the Eastern 
Mediterranean — and in 
Indonesia, where her 
well-organized Red un- 
derground is maneuver- 
ing to secure tropical 
products needed to round 
out a vast empire. 


And when Russia can 
think of no other way to 
gain her point, we are 
deafened with taunts of fascism, as in Spain, where 
her vociferous demands for a showdown have for 
their real purpose the securing of a strategic foot- 
hold for a squeeze play to nullify British influence on 
the Continent. Her machinations have already pro- 
duced a crisis in France, the national key to any 
possibilities of a democratic bloc of Western Euro- 
pean nations. At the same time, the Kremlin is 
counting on the fall of France to give her a foot- 
hold on the African continent, via Tangier, fitting 
in well with her plans for a mandate over Italian 
Tripolitania, bordering on the Mediterranean. 

And even while intriguing in the old world, Russia 
is making hay in the Pacific, having settled herself 
firmly in the Kuriles. Already Russia is suggesting 
that certain Aleutian islands should go to her. And 
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there are some hints that Russia even has plans 
regarding Alaska, on trumped-up claims that it was 
settled by Russia in the first place, and that the 
price our government paid for this territory was 
not at all commensurate with its strategic value. 
This is not as fantastic as it sounds, for Russia has 
made demands equally as brazen for a long time, 
startling a world of second-rate leadership into panic 
and ‘inertia. 

Surely the time has 
come to use common 
sense in relation to Rus- 
sia. We can no longer 
approach the situation 
like an ostrich with its 
head in the ground, 
while trying to think 
with a part of our anato- 
my not suited to that 
purpose. The fact re- 
mains that Russia is ac- 
tively maneuvering for 
economical disintegration 
in our country, with re- 
cent steps including the 
nomination to Congress 
of well-known Commun- 
ists, while her propagan- 
dists, using every form 
of communication, are 
haranguing our people 
on the inadequacies of 
our government—our in- 
stitutions—and our sys- 
tem of free enterprise in 
relation to the Commun- 
ist system. 


In every way, Russia 
& has failed to cooperate 
a with the United States 
toward world peace. 


Let Russia’s record speak for itself: 
—Russia’s stand was deliberately calculated to 
sabotage the United Nations conference in San 
Francisco. 
—The failure of Molotov to attend the London Con- 
ference now in session was a deliberate slap at the 
United States and Great Britain, while at the same 
time, Russia is doing everything in her power to 
destroy the effectiveness of the UNO. 
—Russia, while participating in Bretton Woods, and 
agreeing to the terms, has withheld her signature 
from this important covenant designed to stabilize 
the currencies of the world and revive world trade. 
—By devious intrigue, Russia has done everything 
she could to discredit our brilliant administration in 
Japan, bringing (Please turn to page 555) 
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Weighing Today’s 


The market held up in encouraging fashion under test of the steel strike news and 
the prohibition of margin purchases. The current better labor news should help it. 


Market Potentials 


We remain selectively bullish in our general viewpoint, though there is potential 
danger in the increasing over-valuation of many inferior stocks. 


By A. T. 


TENDENCY to hold reactions within mini- 
mum technical limits has been an outstanding 
characteristic of this bull market. Only once (July- 
November, 1943) has a decline exceeded 10% in the 
Dow industrial average. No subsequent sell-off has 
equalled that one in duration or points, much less in 
percentage. Leaving aside for the moment the dan- 
ger of encouraging over-confidence, on the record 
itself to date it might be argued that the underly- 
ing technical condition has seemingly become 
stronger the higher prices moved. Of course, that 
can not continue to be so indefinitely. A recation- 
free market can eventually crash as painfully as any 
other kind when the basic economic-financial forces 
shift to the deflationary side. But that is not now 
in sight. 
We have just seen another test of the market’s 
fortitdue. Following a sharp spurt to new highs in 
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the averages, with trading volume getting up to the 
somewhat feverish level of 3,000,000 shares a day, 
there came almost simultaneously the news of the 
steel strike and the Reserve Board’s prohibition of 
margin purchases. There was considerable excuse, 
if not reason, for a retreat in prices—and there was 
at least some retreat in the daily averages. How- 
ever, the Dow industrials, on a cushion-price basis, 
went off less than 4% and the rails even less than 


that. Moreover, subsequent strength, particularly in 
speculative issues, sufficed to put our weekly index 7 


at a new all-time high of 179.3 as of last Saturday. 
Regardless of the shift to a 100% cash basis for 


new purchases, there is no evidence that the “take- | 
a-chance” spirit in this market has been significantly © 


cooled down. On the contrary, the more money it 
takes to buy a given number of shares of better- 
grade stocks—whether because of margin changes 
or price rise—the greater is the relative demand for 


lower-price stocks, with less and less squeamishness | 


about intrinsic-value factors. That is illustrated by 
the fact that over the past fortnight our weekly 


index of 100 low-price stocks advanced 16.4 points, 7 
against only 1.4 points for our index of 100 high- § 


price stocks. 
To put it baldly, the “cats and dogs,” on a broad 


average basis, are now considerably higher than 7 


they ever got in 1929—when the market ballooned 


by a fantastic pyramid of bank credit, when call | 
money commanded interest 1ates many times aver- | 
age dividend yields, and when one could get much | 
more return from gilt-edged bonds than from the | 
great majority of stocks. The mere fact that this is | 


true—in a bull market in which the margin position 
has been moderate throughout — emphasizes the 
futility of the Reserve Board’s margin move insofar 
as the motive is to discourage speculative buying. 

There is no mystery about this. The Government, 
indirectly, has financed this bull market by years of 
deficit spending and the resulting vast inflation of 
bank deposits and circulating currency. Only a small 
fraction of the increment in money supply has gone, 
or is going into purchase of stocks. But, with few 
people inclined to liquidate existing holdings except 
at higher and higher prices, and with new-stock fin- 


ancing a drop in the bucket, it suffices not only to | 


feed one of the most spectacular bull markets on rec- 
ord but also to create something entirely new in the 
dimensions of the demand for the most speculative 
stocks. 

Many of these issues look untenably high to us on 
the basis of any reasonable appraisal of prospective 
earnings and dividends. Yet we can not say they are 
unlikely to go still higher in time. Quite possibly 
they will. Neither the Reserve Board nor the SEC 
(nor the responsible officials of the New York Stock 
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» Exchange) can prevent uninformed people using 
| their own cash to buy whatever stocks they wish 


and to pay any price they please—too often on the 
basis of an unveriable hunch or tip. (It will also, 
some day, be their own financial funeral). 

With respect to money supply, the outlook un- 
questionably remains bullish for the foreseeable 
future. Consider Mr. Truman’s budget message. It 


» envisions no further deficit financing via the com- 


mercial banks, covering the deficit for the next fis- 
cal year out of the surplus cash balance which the 
Treasury accumulated out of previous borrowing, 
paying off a substantial amount of debt by the same 
means, and balancing the budget in the 1947-1948 
fiscal year. The latter is, of course, a “maybe.” It is 
the other aspects which require comment. 

The Treasury cash balance is around $26 billion. 
As this money is spent, or utilized to redeem matur- 
ing debt in the hands of the public, equivalent new 
private bank deposits will be created. Nor is that 
the whole story. A considerable amount of Govern- 


; ment bonds now held by individuals and business 
' concerns will be sold in the open market largely to 


commercial banks to raise cash for one purpose or 
another. That again will inflate bank deposits. There 
is good reason to believe the expansion in individual 
deposits over the next couple of years may well be 
about as much as that of the past two years. 
Thus, there will be no lack of funds to feed the 
bull market on the diet to which it has become accus- 
tomed—so long as people are in the mood to bid 
stocks up. They remain in that mood thus far, and 
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perhaps will be additionally encouraged by the im- 
plications of the strike settlements reached late last 
week by Ford and Chrysler, with their apparent 
promise of greater union responsibility and proper 
emphasis on worker productivity. 

Many observers are putting a great deal of em- 
phasis on “inflation”—by which they mean prospec- 
tive further rise in commodities and the cost of 
living, rather than expansion of bank deposits—as a 
bullish factor. They go on to point out, which is 
true, that “representative” industrial stocks—such 
as the Standard-Poor’s daily index of 50 industrials 
—still yield some 40% more return than gilt-edged 
bonds; and that the relationship is all the more bull- 
ish because future average dividends will be sub- 
stantially larger than at present. These, especially 
the yield factors and prospects, are valid bullish 
arguments as applied to carefully selected individual 
stocks. However, any one who accepts them as justi- 
fying indiscriminating speculation is foolish. 

For one thing, the 50 “representative” industrials 
are not really representative. These are “leading”’ or 
“quality” stocks, moving pretty much with our 
weekly index of 100 high-price stocks and the Dow 
industrials. 

Subject to sensible cash reserves, we remain selec- 
tively bullish in our viewpoint, as carried out in the 
security recommendations made elsewhere in our 
issues. But we don’t expect speculative trees to grow 
to the sky and—if you are speculating—you are get- 
ting more and more company out on those limbs. 

—Monday, January 28. 
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bined Average of price changes in the most ac- 
tive listed common stocks staged the largest percent- 
age advance in 1945 for any year since 1933. The 
average rise for the 290 component issues was 
58.2% ; but advances in the 44 sub-groups, as de- 
picted in the accompanying bar chart, were far from 
uniform. 

The most spectacular show was put on, appropri- 
ately, by the Liquor group. The feeblest recovery— 
17.1%—was shown by Shipbuilding, a more credit- 
able rally than might have been expected in view of 
the industry’s sudden -plunge from a war to peace- 
time basis of operations. 

As usually happens, about a third of the groups 
(in this instance, 15) advanced more than the aver- 
age. Five of the 15 shot up more than 100%, which 
means that if you had invested an equal sum of 
money in each stock of any one of the five groups 
at the beginning of 1945, you would have more than 
doubled your principle by the end of the year. This 
assertion should be qualified by adding: “Provided 
you — the temptation to cash profits prema- 
turely.” 


Bull Market Favorites 


The great bull market that started around the 
middle of 1942 has already carried 12 groups 
through their 1929 tops. They are Air Lines, Auto- 
mobile Accessories, Bus Lines, Containers, Depart- 
ment Stores, Drugs & Toilet Articles, Food Brands, 
Liquor, Petroleum, Shipbuilding, Soft Drinks, Sugar 
and Textiles. 

On the other hand, 12 groups are still below their 
1937 highs. These are Agricultural Implements, 
Baking, Construction, Copper & Brass, Finance Com- 
panies, Furniture, Gold Mining, Machinery, non- 
Ferrous Metals, Railroad Equipment, Railroads, 
Realty, (up 76% last year, but not shown on the 
bar chart), Steel & Iron, Tobacco and Variety Stores. 

It is worth noting that, with a few exceptions, 
groups that have already gone through their 1929 
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tops are representative of industries in the field of 


non-durable goods, whereas groups still below their § 


1937 peaks generally fit into the durable goods clas- 
sification. 


Durable Goods Stocks Lag 


Backwardness of the durable goods stocks up to 
present writing is not hard to explain. The output 
of mines and factories engaged in the production of 
durable goods during the past three years was 
nearly all taken by the Government for war use. 
The O. P. A. clamped rigid ceilings on metals, pay- 
ing subsidies to high-cost producers. Ceilines were 
also placed upon fabricated products. If any concern 


earned more on its contracts than Government agen- [| 


cies deemed reasonable, the excess was recaptured 
through negotiation, or voluntary reduction, of con- 
tract prices. There could be no upgrading or black 
marketeering with the Government as sole customer. 
Another dampening influence has been the common 
knowledge that durable goods industries would have 
to bear the brunt of post-war reconversion costs and 
labor trouble. 

The spectacular buoyancy of non-durable goods 
stocks, representing mostly the producers and sellers 
of consumer goods, is also easy to account for. High 
wages and huge deficit financing by the Government 
during the war placed an unprecedented amount of 
spending money in the hands of consumers. As dur- 
able goods were virtually unobtainable, this money 
could only be spent for non-durables. Costs were 
lowered by fast expanding sales volume and savings 
in delivery and advertising expenses. O. P. A. ceil- 
ings were circumvented by “upgrading”’’, tie-ins, or 
plain black marketing practises. Price enforcement 
was handicapped by shortages or dishonesty of in- 
spectors and refusal of victims to testify for fear 
of reprisals. Finally, it has been generally known 
that consumer goods industries in the non-durable 
field were faced with few or no reconversion prob- 
lems. (Please turn to page 554) 
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How Long Will Scarcities Last? 


By HAMILTON OWEN pes 


ecm are all peacetime goods and products 
which were being so freely promised last 
September? 

Consumers everywhere are asking this question 
because five months after V-J Day, and eight 
months after the first start toward industrial recon- 
version was made, few, if any, of those roseate 
promises have been kept. Christmas shoppers with 
money aplenty to spend had to make many a last 
minute alteration in their gift list when they dis- 
covered instead of a galaxy of new and modern 
merchandise, available supplies were not only 
limited but bore the familiar stamp of wartime 
makeshift. Of new merchandise, there was virtually 
none, aside from an occasional sample. True, orders 
were being taken for radios, appliances, nylon 
hosiery, etc., but no promises were being made as 
to when they would be available. Professional 
buyers everywhere are being turned away empty 
handed by jobbers, wholesalers and manufacturers. 
The situation was recently summed up in New York 
by the owner of a large store in the Middle West. 
“There is nothing in my store today but rubbish. 
I am ashamed to offer it for sale, but I can’t do 
anything about it.” 

The fact of the matter is that the brakes locked 
on the wheels of production, making it necessary 
to completely revise the timetable of volume output. 
Reconversion of manufacturing facilities was com- 
pleted with remarkable speed and smoothness. It 
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was when reconversion hit the production phase | 


that it began to slow down. It ran into such ob- 


stacles as pricing difficulties, strikes, shortages of | 
materials and difficulty in finding enough experi- | 


enced workers. So formidable were these handicaps 
that output of many products, for which there 
exists a large pent-up demand, became a mere 
trickle, making it necessary to raise considerably 
the sights on potential production, focusing ahead 
five or six more months, at least. 

Even on the more distant horizon, there are 
plenty of “‘if’’ clouds. 

Some of the factors which have had a retarding 
effect upon production are right now being cor- 
rected or mitigated. Supplies of raw materials, with 
some exceptions, are increasing; many workers who 
took voluntary vacations of extended duration after 
V-J Day are returning to their jobs and their ranks 
are being enlarged by tens of thousands of ex- 
servicemen; and with the expiration of excess 
profits taxes on December 31, there is no incentive 
for manufacturers to indulge themselves the luxury 
of “sit-down” strikes. 

Still remaining to obscure the outlook, however, 
is the threat of recuring strikes and the attitude 
of the Administration toward the control of prices. 
Of these two major factors, however, the latter is 
the more important. That is to say, it is important 
because it will have to be reckoned with for some 
months to come and the manner in which price 
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control is administered 
will be a vital determi- 
nant in the revival of 
peacetime production 
and in the creation of 
a proper balance be- 
tween wages, prices and 
profits. 


If current signs mean 
anything, it seems rea- 
sonable to assume that 
labor - management dis- 
putes will be ironed out 
in the not too distant 
future. After some fur- 

International News ther negotiation and 

SNYDER contract signing, it is 
probable that straight-time wages will be increased 
on an average of about 18 per cent. In effect, this 
is the price which will be paid for industrial peace. 

Under normal circumstances, an increase in 
manufacturing costs, or at least some part of it, 
would be added to the cost of the finished product 
and passed along through wholesalers, jobbers, 
dealers and retailers to the consumer. The result- 
ing rise in the cost of living and, reduction in 
purchasing power, is the precise course of inflation. 
It is the wage-price spiral in action which, if per- 
mitted to pursue its course uninterrupted, can lead 
only to economic disaster. 


As is well known, leading figures in the Admini- 
stration have repeatedly avowed their intention 
“to hold the line” against this sort of inflation. So 
far the principal weapon of defense has been the 
Office of Price Administration, originally established 
as a wartime measure of price control. With exten- 
sion of its functions into the peacetime economy, the 
lid has been raised on a veritable Pandora’s box 
of controversy. Involved, are no only industrialists, 
economists and Congressmen, but members of Presi- 
dent Truman’s official family as well. In itself, the 
fact the OPA has become a controversial target is 
proof that something is wrong. 


On OPA’s doorstep has been laid the blame for 
shortages, black markets, and the disruption of pro- 
duction and distribution. This is a pretty strong 
indictiment. Why then is the life of OPA likely to 
be extended beyond June 30, next? At least, that 
is the expressed intention of the Administration. 


If, as appears likely, steel makers are permitted 
to advance prices on the average 


form an efficient and 
thorough job, and its 
processes are slow and 
cumbersome. Last Fall, 
production of radios, 
for example, was de- 
layed six weeks waiting 
for OPA to set ceiling 
prices on parts.Whether 
or not OPA was solely 
to blame for this delay, 
it serves to emphasize 
the implications of the 
situation. 





It has been suggested 
in Congress that OPA 
be required to set ceil- 
ing prices at a figure which would cover production 
costs plus “an average normal peacetime margin.” 
But at best this is an arbitrary definition and con- 
jures up the spectacle of OPA in the position of 
attempting to determine production costs and set 
profit margins for literally tens of thousands of 
manufactured articles. That could only lead to pro- 
longed discussions, disputes and costly retardation 
of production. 


International News 


BOWLES 


The real solution of the problem of shortages is 
unbridled production. The prerequisite to all-out 
production is a setting in which prices are per- 
mitted to fluctuate freely and at a level which will 
restore the profit incentive. Despite the fears to the 
contrary expressed in some Washington quarters, 
these circumstances will likewise have the effect of 
checking the inflation threat. By removing or even 
modifying the price restraints the pipe lines of 
production will be primed and one of the major 
obstacles to the amicable settlement of wage dis- 
putes would be removed. 


It is not to be denied that the immediate effect 
of such action would be inflationary accompanied by 
an increase in the cost of living and a decline in 
the purchasing power of the dollar. With elections 
scheduled for next November, that is precisely what 
the Administration wishes to avoid. For this reason, 
the chances are that sanctioned price rises will to 
a large extent be confined to those products which 
do not enter directly into the average family’s living 
costs. In that event supplies of consumer durable 
goods such as automobiles, refrigerators, radios and 
electrical appliances and their like will be in greater 
supply once the current strikes 





of $4 a ton, this would provide 
a clue to the answer. Such action 
would be interpreted as a depar- 
ture from the rigid price policy 
to a more flexible one. If such 3. 
proves to be the case, the cause 
for extension of OPA might 3. 
gain greater support in Congress 
and elsewhere. It is only the 
method, not the sincerity of the 
Administartion for curbing the 
a of inflation, which is under 5. 
re. 

But, however conscientiously 6 
OPA is administered, the fact 
remains that it is a bureaucratic 
body, inadequately staffed to per- 


tive. 


materials. 
4. Many 


copper. 





THE “WHY” OF SHORTAGES 


. Strikes have hit key industries, such as 
lumber, parts manufacturers and others. 
Rigid OPA price policy has deprived 
industry of a major production incen- 


Heavy inventory demand by manu- 
facturers for limited supplies of raw 


new war-born 
have entered peacetime fields and 
multiplied demand. 

Elimination of subsidized war produc- 
tion of raw materials, such as zinc and 


. Reconversion has 
smaller manufacturers of vital compo- 
nents and parts. 


are settled. By the same token, 
it would also mean that food, 
clothing and housing shortages 
will be prolonged. 

Actually, an economy in which 
prices are permitted to fluctuate 
freely, and to seek their own 
level unhampered by artificial 
factors, carries its own inflation 
antidote. At the outset prices 
would undoubtedly rise more or 
less substantially under the pres- 
sure of heavy public demand, 
with consumers competing for 
available goods. In time, however, 
production will bear an increas- 

(Please turn to page 545) 
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Without Substantial Inflation or Deflation? 


-y "HE mixed reaction of Congress 

and the public to President 
Truman’s budget for the fiscal year 
1947 reflects gratification at the 
sharp downtrend of expenditures 
from the wartime peak, but disap- 
pointment that the total could not 
be reduced still further for a 
peacetime year. While everyone 
has recognized that colossal spend- 
ing and huge deficits were inevi- 
table during the war, despite rais- 
ing taxes to unprecedented rates, 
it had been widely hoped that a 
balanced budget could be reached 
next year. This would bring to an 
end not only the wartime deficits 
but also the continuous series of 
prewar deficits incurred since 1930, 
which carried public debt from $16 billion then to 
$278 billion today. 

There will be ready agreement with much of the 
President’s lengthy message, which 
“required reading” for every taxpayer. Cancellation 
of billions in unused appropriations and sweeping 
reduction in overall expenditures are regarded as 
far-reaching steps in liquidating the swollen war- 
time budget and turning national finance toward a 
sound basis. Unless this be done, and done promptly, 
dangerous price inflation here will no longer be a 
debatable question—it will become a certainty. 

Although the new budget is said to “approach” 
a balance, the indicated gap of $4 billion between 
estimated receipts and expenditures can hardly be 
considered a very close approach. Moreover, the 
proposed expenditures of $35 billion are far above 
the levels considered necessary by careful and 
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A balanced budget would mean that the Government had taken the with 
most effective single step to forestall disastrous price inflation. $100. 

in 19: 

By D. RICHARD YQUNG 

War : 
TTT B authoritative studies of the post- | Inter 
3 At gat shel war federal budget by Pree a of & Vet. 
economic, financial and tax experts, | Aids 
As a background for studying § 8°: : 
the new budget, the trend after » Publi 
World War I is of interest as § Gene 
showing the general pattern that Tax 
might be expected. During the past | Inter 
six months the downward course © Supp 
of expenditures has been almost | 1° 

identical, percentagewise, although | 
from a level about five times as | . 5® 
high as in the corresponding period | ™€VY! 
following November 1918. After a philo 
deficit of $13.4 billion in the fiscal | 2041 
year ending June 30, 1919, in | item 
which the Armistice occurred, | tres 
there was a surplus of $300 million } bene! 
. in fiscal 1920. The rapid drop in | ™& ‘ 
spending may be seen from the quarterly totals; | Bret 
ae ater cme aaa _— 
uarter illions 9 othe: 
should be 1918 Dec. $5.7 ‘ = 1947 
1919 March 4.5 79 Mi 
” June 3.4 60 will | 
” Sept. 2.2 39 muct 
Dec. 1.4 25 burs 
In other words, total expenditures were reduced sents 
to 25 per cent of the December 1918 (Armistice) be tl 
quarter peak within twelve months, During the | aids 
same period, the budget was balanced and a surplus habi 
of receipts reached. It 
From the World War II peak in the June 1945 ties 
quarter, expenditures declined in the September redu 
quarter to 84 per cent, and in the December quarter mob 
to 59 per cent, as illustrated in the accompanying “ten 
chart. terls 
THE MAGAZINE OF WALL STREET FEB 











st- 
of 


ng 
ter 


lat 
ast 


st 
oh 


a. | inevitable “aftermath of war,” but others reflect a 


' philosophy of continued lavish government spending 
' and permanently heavy taxes. The $5 billion interest 


od 
a 
al 
in 
dd, 
on 
in 


dd 
) 
i 
s 








RENE 








Revised Budget for 1946 


Revised budget figures for the current fiscal year 
ending June 30, 1946, presented by President Tru- 
man together with first estimates for 1947, were 
in line generally with trends since the interim re- 
vision issued after V-J Day. Estimated total expen- 
ditures (excluding government corporations) were 
practically unchanged at $67.4 billion, although a 
$3 billion reduction in war expenditures, reflecting 
termination of war contracts and demobilization of 
the armed forces, was offset by a like increase in 
nonwar expenditures. 

Expected receipts were raised from $36 to $38.6 
billion, despite the lowering of personal tax rates 
effective January 1, 1946 and certain relief in cor- 
porate taxes. Repeal of the excess profits tax, while 
also applicable to 1946 income, will not affect 
Treasury revenues materially until March 1947, due 
to the time lag in payments. 

For the coming fiscal year, ending June 30, 1947, 
total expenditures (excluding government corpora- 
tions) are estimated at $35.1 billion. This compares 
with $67.4 billion in fiscal 1946, and the peak of 
$100.4 billion in 1945, but contrasts with $8.7 billion 
in 1939. Principal items are as follows: 


U. S. Government Expenditures 
(Fiscal Years Ended June 30. 
In Billions of Dollars) 


Est. Est. 

19389 1945 1946 1947 

War activities ......... $1.3 $90.0 $48.8 $16.0 
Interest on public debt.. 0.9 3.6 4.7 5.0 
Vet. pensions & benefits 0.5 2.0 3.3 4.2 
Aids to agriculture..... 1.0 0.6 0.5 0.5 
Soc. secur., relief, retire. 3.5 1.0 1.2 1.1 
Public Works Program... 0.5 0.3 0.7 1.1 
General Government 0.9 1.1 1.3 1.6 
snr 0.1 j Oy y By | 1.6 
| International finance.... — — 2.5 1.7 
' Supplemental & proposed 0.1 — 1.6 2.4 
Total expenditures ... $8.7 $100.4 $67.4 $35.1 


Some of these swollen expenditures represent the 


item alone is more than half of the total expendi- 
tures in 1939. Expansion of veterans’ pensions and 
benefits to $4.2 billion suggests the probably increas- 
ing charge upon future budgets. The billions for 
Bretton Woods, Export-Import Bank, and foreign 
loans such as those proposed to Great Britain and 
other countries, are provided for in the 1946 and 
1947 budgets only in part. 

Many of the other vast expenditures in this budget 
will need careful scrutiny, in order to determine if 
much more trimming is not possible and if the dis- 
bursement of public funds for such purposes repre- 
sents the wisest national policy. In this category would 
be the programs for Army and Navy, public works, 
aids to agriculture, social security, relief, world re- 
habilitation, government controls over industry, etc. 

It would be unrealistic not to recognize that poli- 
tics and selfish interests are formidable obstacles to 
reducing expenditures further. Every effort to de- 
mobilize the war-swollen bureaus and the supposedly 
“temporary” depression agencies will be fought bit- 
terly by powerful lobbies and pressure groups. The 
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heavy cut in expenditures from the wartime peak 
nas been easy to accomplish thus far—one might 
almost say it was involuntary and automatic—but 
the really difficult task will be to press expenditures 
down further, once the war portion has been elimi- 
nated. In several cases where government bureaus 
have been dissolved, their functions and personnel 
have merely been transferred to other departments. 

Total net revenues (excluding social security old- 
age taxes) are estimated at $31.5 billion in fiscal 
1947, which compares with $38.6 billion in 1946 and 
the peak of $46.5 billion in 1945, but contrasts with 
$5.2 billion in 1939. Principal sources are as follows: 


U. S. Government Receipts 


(Fiscal Years Ended June 30. 
In Billions of Dollars) 


Est. Est. 

1939 1945 1946 1947 

Dir, taxes on individuals $1.4 $19.8 $15.8 $12.9 
Dir. taxes on corp...... 12 164 12.4 8.2 
Excise taxes .......... 1.8 5.9 6.3 6.3 
Employment taxes..... 0.7 1.8 1.6 1.9 
A a 0.3 0.4 0.4 0.4 
Miscellaneous receipts .. 0.2 3.5 32 3.2 
Total receipts........ 5.7 47.7 39.7 32.9 
Less soc. security taxes 0.5 is 1.1 1.4 
Net receipts......... $5.2 $46.5 $38.6 $31.5 


Tax receipts of $31.5 billion in fiscal 1947 can be 
obtained only if there is a high level of employment, 
business activity, corporate earnings, and national 
income. It is generally assumed that a period of 
active business, at somewhat higher prices, lies 
ahead. In the case of numerous industries and indi- 
vidual companies, however, it is uncertain whether 
or not the volume of sales and other operating 
revenues will be sufficiently high to absorb the ris- 
ing labor and other costs without seriously cutting 
net income available for taxes. National income pay- 
ments to individuals in the calendar year 1945 were 
about $160 billion, and it is now assumed that the 
level for 1946-47 might be as high as $140 billion. 
If realized, this would be more than double the 
average level of $68.5 billion in fiscal 1939. 

Postwar management of the public debt has be- 
come a complex problem that can only be touched 
upon at this time. Although the objective in the 
eight great war loan (Please turn to page 546) 
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ITH the signing of the Bretton Woods Agree- is the operations of the International Bank, rather 9 are 
ments by the representatives of 37 member than those of the Fund, which will assume early ) Banl 
nations of the United Nations Organization, there importance, possibly by the Winter of 1946-47. In|} mad 
was launched an unprecedented experiment in inter- fact, as some people expect, within a few years the | fact 
national financial and economic collaboration, aim- International Bank may well’ become the largest | Ioan: 
ing at the expansion of trade and employment and _ borrower of funds in our market, apart, of course, | Joan 
at the securing of a higher standard of living for from the United States Government itself. this 
the world. The next step should be the actual Before proceeding with the discussion as to | trar 
organization of the two Bretton Woods Institutions, whether or not the International Bank will measure | bear 
the International Monetary Fund and the Interna- up to what is expected of it, it may be well to ex- | witl 
tional Bank for Reconstruction and Development. amine how it will conduct its operations and what 

This step may be taken within the next two or three are this country’s stakes in the venture. The total 

months, when the United States, as the largest authorized capital of the Bank is to be $10 billion 

subscriber, issues a call for the first meeting of the when fully subscribed, but the share of the 37 V 

Board of Governors which is to consist of one nations that have signed thus far is in the neigh- } pat; 

representative from each of the ratifying countries. borhood of $734, billion. Actually only 20 per cent |} fait 
The operations of the Monetary Fund are intended of this subscription (2 per cent in gold or U. S. city 
primarily to aid individual countries in maintaining dollars and 18 per cent in local currencies) will be sect 

the stability of their currencies, by advancing them paid in cash within one year. The remaining 80 per } he , 

funds when their international payments are out cent will be held in reserve, to be called later in | jg | 
of balance. These operations will probably be limited case some borrower defaults and the Bank has to } ap), 
in scope for some time, because countries are per- make good. sec 
mitted to maintain their own control over current The full subscription of the United States is | coy 
transactions during the period of reconstruction,(*) $3,175 million, but only $635 million will be called or 
somewhat vaguely defined as three to five years. It up. This amount, together with the subscription of | jg; 

ee ao - Canada, Great Britain, and South Africa, may pro- owl 

*The exception is Great Britain, which will have to remove cur- vide for the time being the only freely available and ; 

rency restrictions not later than one year after the ratification of . 3 ; a pre 
the American loan by Congress; however, Great Britain will be able transferable funds, since other countries can ill . @ 
to regulate her imports through import licensing. afford to export capital and are, for this reason, oth 
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protected by the Bank’s statutes providing that 
subscriptions can be used only with the subscriber’s 
consent. The Bank’s own’ funds available for direct 
loans will, therefore, be relatively small, probably 
under $1 billion. 


Financing the International Bank 


Much larger than the funds available from sub- 
scriptions, will be the funds raised in the open 
market, either in the form of the Bank’s own deben- 
tures or as securities floated with the Bank’s guar- 
antee. The total of these debentures and guaranteed 
issues may go well over $9 billion, since the Bank’s 
aggregate commitments are permitted to equal its 
unimpaired capital plus its surplus and reserves. 
How much of the $9 billion the Bank will be able 
or permitted to raise in the American market will 
depend upon the type of security offered, its sound- 
ness, the coupon, and the mood of the Congress. 


It is generally expected that the guaranteed bonds 
of the International Bank or its own debentures 
may sell to yield 3 to 314 per cent when they reach 
the American market. Since, in addition, the Bank 
will require for its guarantee 1 to 114 per cent, the 
ultimate cost of the money to the borrower will be 
from 4 to 5 percent or more. Some of the borrowers 
will undoubtedly do better by raising money directly. 


In its commitments, the International Bank is lim- 
ited to those loans which cannot be floated privately 
under “reasonable conditions.” This means that the 
best loans, of which there will probably be very 
few anyhow, will be floated directly. Consider- 
ing all this, it is only reasonable to ask how sound 
the Bank’s own debentures, or the bonds guaranteed 
by it, will be. The answer is that they should be 
sound enough as long as international economic 
conditions are improving and as long as the Bank 
does not guarantee too many loans or does not 
make too many direct loans to the countries which 
are unstable politically and economically. If the 
Bank’s loans prove as a whole sounder than those 


ther 
arly 


. In ' made during the Twenties, it may be due to the 
the | fact not that public officials are apt to make better 
gest | loans than private bankers, but that the Bank’s 


irse, | loans are going to be more carefully scrutinized. In 
this country, unless Congress decides to the con- 


to | trary, the debentures of the Bank and the securities 


sure | bearing its guarantee, will have to be cleared first 
mat with the Securities and Exchange Commission. 
ha 
otal Guaranteeing a Loan 
lion 
37 When requested to guarantee a loan, the Inter- 
gh- | national Bank will assure itself, first, of the good 
ent | faith of the borrower, which can be a country, a 
=S.z city, a public utility, or even a private enterprise; 
be second, that the project on which the money is to 
per | be spent is sound; and third, that the funds cannot 
IM | be raised in the private capital market at a reason- 
to able interest rate. Then, if satisfied, the Bank must 
‘ secure the guarantee of the Government of the 
1S_f country where the borrowing organization is located, 
led or of its Central Bank. In general, the guaranteed 
of issues should have a broader market than the bank’s 
TO- | own debentures, because the investor is likely to 
ind prefer the protection of two guarantees, especially 
hy if the borrower has a high credit rating. On the 


other hand, the Bank will have a better control over 
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the funds raised through its own debentures and 
can disburse them as they are needed, which under 
certain circumstances might be quite desirable. 

Now that it has been established that the Bank 
can operate successfully provided “the weather is 
improving or fair,” what are its chances for achiev- 
ing “a smooth transition from a wartime to peace- 
time economy” and for bringing about the expansion 
of trade and a greater stability of currencies? Since 
the loans presumably will provide tools and equip- 
ment for repairing war damage, for the develop- 
ment of natural resources, or for aiding the modern- 
ization of industries, they will tend to increase the 
output of goods and to raise productivity—and will, 
therefore, be constructive. However, to expect that 
these loans, and later on the Monetary Fund’s lend- 
ing, will bring about overnight the end of economic 
and financial instability, is to court disillusionment. 
Even Secretary Vinson, after giving the Fund and 
the Bank an enthusiastic send-off, recognized that 
“their birth is not an end in itself but only a means 
to the end of international peace and prosperity.” 
If there is any lesson to be learned from dealing 
with the reconstruction after the First World War, 
it is that loans, no matter how constructive or large, 
are no universal panacea for economic ills. To try 
to solve economic problems as financial problems— 
and there has been some criticism that the Bretton 
Woods Institutions are trying to do just that— 
would be to repeat the mistakes of the Twenties 
and invite the economic ills and distortions which 
followed in their wake. 


Corollary Program Needed 


International lending, for example, is likely to prove 
helpful in promoting a greater stability of cur- 
rencies only if accompanied by corrective measures 
confined to the national spheres. The balancing of 
the budget is one of the indispensable require- 
ments for a successful lifting of restrictions on ex- 
changes, foreign trade and capital movements. The 
shifting of the government debt into the hands of 
permanent investors, particularly where large short- 
term indebtedness is outstanding, is another pre- 
requisite, if money market difficulties are to be pre- 
vented. Still another problem which each individual 
country has to solve for itself, if wide fluctuations 
in its international payments and exchange rates 
are to be avoided, is the restoration of a more 
natural balance between costs, prices, and wages at 
home. This means a reduction of glaring price dis- 
parities caused by wartime measures, such as pro- 
duction subsidies, and a closer alignment with the 
world price level. 


The revaluation of the French franc, announced 
in connection with France’s signing of the Bretton 
Woods Agreement, was a constructive step. Cer- 
tainly the new rate, 119 francs to the dollar, reflects 
much better the true internal purchasing power of 
the French currency than did the old rate of 50 
francs to the dollar. But unless the French Govern- 
ment makes a really serious atttempt to put its 
finances in order, the chances are that the franc 
will have to be further devalued, the loans from the 
International Bank, the Monetary Fund, and the 
Export-Import Bank notwithstanding. 

If international lending is to bring about the 
expected results, it will (Please turn to page 551) 
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EVEN BETS are being: taken in Washington that 
Harry S. Truman will not be a candidate for the 
Presidency. Perhaps the most unhappy incumbent in 
history, Truman wants to get back into the United 
States Senate, realizes he can make the grade in 
his home state. His appointments to important fed- 
eral offices have built for him a statewide Missouri 
political organization of tremendous strength. Tru- 
man can’t stand White House isolation, is deaf to 
the pleas of Hannegan and others that his with- 
drawal would hurt the party in 1948. 





WASHINGTON SEES: 


The Treasury Department is working at top 
speed to bring to the surface early, and answer 
in advance of public debate, the objections which 
threaten to prolong the discussion—if not, in fact, 
even determine action—on the pending loan to 
Great Britain. 


Some of the hesitancy expressed on Capitol 
Hill can, Secretary Vinson hopes, be offset by 
citing specific provisions of the proposed deal. 
One of the points of resistance is the often-raised 
fear of inflationary results. The Treasury reminds: 
1. The loan will be spread over several years, not 
gushed out. 2. The British will not be in the mar- 
ket for automobiles, refrigerators and other items 
which will be in short supply; therefore will not 
encourage higher prices by competing for the 
early production. 


Other questions might bring greater delay. 
Congress definitely isn’t in the mood for piece- 
meal handling of the fiscal problems of nations 
depending upon the United States to tide them 
over and will demand a definite overall figure. 
Also, the lawmakers want some _ relationship 
shown between this overall amount and the pres- 
ent and prospective value of exportable surplus. 
Obvious reason for the latter is a valve against 
retarding domestic recovery by over-liberal ex- 
porting. 











By E. K. T. 
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JOHN W. SNYDER is well satisfied with the pace 
of reconversion. Sums the “Assistant President”: 
“We are now 90 to 95 per cent reconverted and 
stand on the threshold of the greatest peacetime 
production our country has ever witnessed.”’ Unem- 
ployment, cites Snyder, stands at about two mil- 
lion (active job seekers, only); against an earlier 
guess that it would be five million today. Labor- 
management strife concerns, but doesn’t surprise 
him: “It would be unrealistic to expect a war-peace 
transition without turmoil.” 


HOARDING of building materials by the War De- 
partment has been reported to the Mead Committee 
and a private investigation is on which, the realty 
lobby here, says will prove the charges. The laid-up 
stocks are said to include all of the short items; 
warehouses and depots, it is claimed, are bulging 
while buildings stand half-completed in nearby com- 
munities. War Department, answering protests, 
doesn’t contend the materials are needed for mili- 
tary purposes, merely pleads press of more immedi- 
ate matters is holding up surplus declaration. 


“LOOK AT THE BOOKS” will be demanded by a 
strong congressional block regardless of whether 
labor unions win their claim for an audit of profits 
and costs. Senator Kilgore of West Virginia, pro- 
tests existing federal tax laws allow corporations 
to keep their war profits, grant tax rebates if their 
production declines, gives them a weapon to fight 
unions by deadlocking strike settlements. Kilgore 
states this as a premise, wants the Treasury and 
Congress to pursue the subject further and see if 
the premise can be sustained. 


COTTON PRICE ceiling fight will be furious but 
Chester Bowles is certain he can convince Congress 
that the loquacious “Cotton State” Senators will lose 
before the barrage of economic facts he intends to 
throw at them. Principal argument will be that 
cotton has been priced out of the export markets 
already and that textile substitutes are steadily 
taking over the domestic market. And despite acre- 
age reduction, the carryover, he’s prepared to prove, 
equals one year’s supply. Those are significant facts; 
still, not votes. 
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President Truman's message to Congress will go down in 
the annals as a talk "on the state of inflation." It should, with 


—= eee ee ES eee 


current moves, make that condition official. . 




















Breaking of the line with price increases for steel, 
funds, will see further and more widespread increases all along 
the front. Opinion in Washington varies between those who 
believe the dam has broken and those who hope, in some way, 
that it will be confined, controlled. 











Significant was the recent statement by Senator George 
of Georgia, who urged that the White House and the Congress 
"get together" to solve domestic problems. If they do not, 
warned George, Congress will meet its responsibility and furnish 
leadership. George is a Democrat, an administration supporter. 
His comment was not lightly dismissed. 

















Privately, Congressmen of both parties are blaming the White House for 
failing to supply the incentive to legislation which, they believe, conditions 
demand. They say the next six months will determine the pattern for the next five 
years and they're determined to prove the point. 

















Stopgap measures probably will be the product in the strategic war that is 
projected. There will be more — many more — black markets. Conditions will 
approach the chaotic with, first, industry and then the general public clamoring for 
relief. Congress is not geared to move fast and will wait for public opinion to 
become more articulate. The mailman will be the "boss" of legislation in coming months. 














Packing house strike will prove a blessing in disguise. Affecting everyoys 
from farmer to consumer, and export commitments as well, it was bound to require at 
least one month from its end to get matters back in adjustment. But it marshalled 


that powerful group, the housewives, behind the drive for a new deal in labor— 
management relations. 

















The offered increase in ceilings on sales was totally unrealistic. It 
would benefit only about 40 packers out of 1,500. Government buying wasn't an 
important wedge because the departments buy from federally inspected plants, in 
carlots. Shortage of feeds was suggesting earlier marketing—and there was no market. 




















Subsidies, in the thinking of the more practical minds in government 
circles, must be continued longer than originally planned if the farmers are to be 











‘ rescued from the economic doldrums emphasized by the strike. It seems definite that 
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Eventual subsidy removal will promptly be reflected in general wage demands. 
It will mean higher prices for meat, flour, fruits and dairy products. Time when the 
consumer will feel the effects varies from months to a year. Employers will feel its 
effect immediately when the impact comes. 
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Ships will be returned to their owners and direct dealing with foreign purchasers 
will be restored except for UNRRA buying. And industry will find market reminders 
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residential construction. Congress is working on it; 10 identical bills have been 
presented to Congress to prohibit the exportation of logs, lumber and other products 
of that nature until housing and constructin problems generally have been overcome. 
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ments are being met, exportation is prohibited. To what extent Government regula— 
tions are standing in the way of increased production also will be a subject of 

study. I It will get down to fundamentals which conceivably ‘could affect many other 
lines of trade. 

















State and local taxes will need re-examination as a result of Supreme 
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New York State mineral water business at Saratoga Springs. Result of that decision 
is that every state—-operated business which produces a profit (that goes for cities, 
too) must contribute to the Treasury coffers. 











Joined in:the unsuccessful attack on the Federal theory were the legal 








agents of 43 states who argued that operations of this proprietary nature should be 
free from Federal levies or the local taxpayers would have to "dig down." 














Congress has returned to Washington an apparent victor over President Truman 
on the issue of tardiness in passing laws. First result of the White House appeal 
indicated that the public was insistent upon action. But it w was a flash in the pan 
and Congressmen say their mail didn't prove anything, wasn't significant. 


























Fact—finding bill is high up on the calendar of Congress but that likewise, 
doesn't prove much. Congress will delay until the final results of the General 
Motor strike are in. There'll be some half—hearted movements toward labor legisla— 
tion but the outlook is it will produce, if anything, innocuous laws significant 
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only for their obvious loopholes. 























Distribution will be aided by legislation which is now considered certain 
to be enacted. More frequent Census Bureau surveys of manufacturing and minerals 
is contemplated and, if. 5 bureau sees fit, it would be authorized to survey on an 
annual basis. 














Data collected during the war period has been of little use to distributors. 
It didn't cover normal products or methods. Congress intends to sound out industry 
on its views, react for once to the views of those whose needs are to be served. 




















Colorful figure in national life, Rep. Clare Luce soon will announce her 
decision to retire from Congress at the expiration of this, her second term. She 
will support her secretary, Alfred Morano, for the vacancy. La Luce has made 
many headlines in the past four years but privately agrees her career in Washington 
hasn't been legislatively important. 

















Southern Democrats in the Senate have made it clear that permanent Fair 
aicueent t Practices Committee legislation will be "talked to death." The bill can 
virtually be put down as defeated. The Senators leading the opposition have adopted 
a new technic: They're forestalling legislation by offering amendments to the 
minutes of their sessions —- the chaplain's prayer included. 

















Normally, proponents could "wait them out." But public demand to "put 
first things first" will force them to accede, withdraw the bill. White House is 
passing the word along that FEPC can wait; it was fifth,.not first, on the Truman 
program delivered to the nation. 
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Each bill provides that until the President proclaims that domestic require— 
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. .. not nearly enough for our needs. Syn- 
thetic product will still be widely used. 


New Trends 


IN 


WORLD 
RUBBER 


By H. M. TREMAINE 


yy a recent number of the Magazine of Wall Street 


casual mention was made of a crude rubber 


shipment received at an American port in recent 
weeks, first of its kind to arrive in about four years 
time. Small as the cargo was, however,—some 6000 
tons—its economic and political importance high- 
lighted one of the greatest postwar problems which 
has arisen to perplex officials and industrialists of 
many nations. Fact is that during the war-enforced 
absence of this major raw material, synthetic rub- 
ber has arisen as an interloper to challenge its 
centuries-old domination of world markets, thus 
paving the way for a competitive battle, the issues 
of which may not be determinable for several years 
to come. 

As crude rubber in the turn of events has lost 
none of its superiority as a basic essential for many 


_products in the industry, and its shortage has been 


acutely felt by countries all over the world, by 
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international agreement this first trickle of supply 
from the formerly Japanese dominated islands of 
the Pacific has been carefully impounded in a ware- 
house, there to rest until British, Dute hand Ameri- 
can Governments decide upon its price and redis- 
tribution to various countries. And until a decision 
on these weighty factors can be reached, additional 
arrivals of crude expected during coming months 
will undoubtedly be locked up in similar manner. 
Due to the urgency of the situation, however, 
chances are that a broad agreement will soon be 
reached, as for some time past both Washington 
and our rubber manufacturers have been busily 
planning to blueprint the domestic program for 
postwar in the light of revolutionary changes which 
have occurred in the past five years. RFC officials 
and the State Department have already started 
negotiations in London. 

Fortunately for the United States and the rubber 
manufacturers in our economy, the miracle estab- 
lishment of huge productive capacity for synthetic 
rubber within the space of a few years has perma- 
nently freed the industry from exasperating and 
costly dependence upon imports of crude. In pre- 
war years, prices for crude rubber obtainable 
mainly from the British-Dutch international cartel 
were subject to violent and sudden fluctuations, and 
from four to six months were often required to 
secure deliveries from Oriental ports. Risk of 
serious inventory losses, accordingly, constantly 
plagued the industry. During ten years prior to 
1942, for example, while the average price paid 
was about 14.5 cents per pound, it dipped as low 
as 3.36 cents in 1932, trended erratically up to 16.94 
cents in 1938 and finally was pegged at 22.5 cents 
per pound by the Rubber Reserve Co. in June, 1941. 
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So volatile was the price range that during a ship- 
ment, the price might double or shrink in half by 
the time of arrival. 


At the termination of war, potentials for stabi- 
lizing prices of crude have immensely improved, for 
having learned by hard experience during several 
years that, if need be, it is possible to meet nearly 
every industrial demand by the use of synthetics, 
importers are “sitting pretty” at last when it comes 
to consideration of foreign raw material. By no 
means does this suggest that the competitive prob- 
lem has even approached solution, but rather that 
as matters now stand, the industry is in a position 
to enforce a measure of price stability for imports 
of crude and, upon the outcome, formulate decisions 
as to what proportions of capacity will be devoted 
to products made from crude or from synthetic 
rubber, or for that matter, in combination. Thus 
Washington has a strong card up its sleeve when 
it sits down at the table with foreign suppliers of 
crude. 


That the Government itself has an enormous 
stake in the approaching competitive battle is clear 
because of its wartime investment of some $750 
million in modern facilities to produce synthetic 
rubber essentials, including Buna-S. As a result 
of these huge additions, rubber capacity of the 
nation now exceeds 1,100,000 tons annually, or con- 
siderably more than total world demand in prewar, 
and total foreign capacity amounts to about twice 
as much more. For the next two or three years, 
however, demand for tires and other long deferred 
rubber products for civilian consumption will ease 
problems of over-capacity, although in the longer 
range vista this question will become increasingly 
serious. Whether or not private enterprise will want 
to buy or lease the Government-owned plants and 


CRUDE RUBBER IMPORTS VS. 
DOMESTIC SYNTHETIC PRODUCTION 
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whether they should be scrapped or held as stand 
by potentials for defense will take a long time 


decide, and as yet the most farseeing management™m 













are unable to find a base for rational guesses. 


During 1946, American importers will take all t 
crude rubber which they can get at a fair price 
and this may total about 300,000 tons or about 65% 
of the average in a prewar year. Estimates are that 
plantations in the East Indies are in better shape 
than had been imagined after the Japanese occu 

























nancy: offsetting sporadic damage in some sectionsiag 


is an increased amount of sap from untapped trees 
in other districts. It is believed that about 1.4 
million tons of crude constitute the available supply 
ready for shipment when the hostile factions quiet 


















down sufficiently to permit exportation. While syn- dy 








thetic rubber as developed for numerous uses other : 


than tires is proving equal or better than that 
made from crude, the latter enjoys unmatched 
aualities when used in tires and many other items. 
Further research, naturally, may in time overcome 
this present advantage held by crude and the 
available supplies of reclaimed rubber also may 
diminish reliance upon imports, but come what may, 
for quite a while yet natural rubber will find a 


substantial market in the United States. Political) 
considerations, furthermore, will enter the picture’ 
importantly because it is only by implementation) 


of import policies that foreign nations can be pro- 
vided with dollars to finance their purchases of all 
goods from us. 


In its current activities to arrive at a desirable’ 


solution of rubber problems, the Government ac- 
cordingly is faced with complexities which will 
require some very skilled clarification. Disposal of 


its own huge investment in facilities would be diffi-) 


cult indeed should long term offerings of crude be 
made on a price basis which would 
render 
thetic upstart helpless or undesirable. 


tions can produce crude rubber at a 
cost around 8 cents per pound, after 
allowance for a geod profit. Contrast- 
ing with these figures, cost of syn- 
thetic Buna-S in the United States in 
later war years averaged 16.57 cents 
per pound, although the most efficient 
plants were able to turn it out at 10.86 
cents per pound. Neither of these 
performances can be accepted as a 
valid basis for estimating peacetime 
costs, however, as they were accom- 
plished under the stress of military 
production, with relatively little re- 
gard for economies and in very ex- 
pensively built facilities. Under normal 
or ideal conditions the showing might 
be greatly improved, even to the ex- 
tent of edging close to the best poten- 
tial cost of crude. And complicating 
the picture is always the possibility 
that Government subsidies in some 
form could shatter all cost estimates 
which private enterprise might find 
reliable. 
(Please turn to page 547) 
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It is estimated that when worked at) 
peak capacity and under efficient man- | 
agement, many East Indian planta- | 
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1946 Special Re-appraisals 


of Values, Earning and Dividend Forecasts 


A* THE nation emerges from 
abnormal war conditions to 
an era of peace, thoughtful inves- 
tors sense the necessity of scan- 
ning portfolios with critical eyes. 
Hope of success in securing a sat- 
isfactory income or of achieving 
gains through appreciation must 
rely upon penetrating insight into the ever changing 
economic scene, as unprecedented forces are now at 
work which may stimulate or check the progress of 
numerous industries or their component units. 

Many a concern rated as marginal in prewar has 
gained new stature through abnormal wartime activ- 
ities and may either relapse to an unimpressive posi- 
tion or offer dynamic competition to Ieaders in its 
group henceforth. On the heels of a four-year major 
rise in stock prices, a crucial question arises as to 
what profits to accept — what stocks to retain — 
what substitutions to make, and only reasoned analy- 
sis can find the answer. 

In order to assist our subscribers in formulating 
investment decisions, the Magazine of Wall Street 
presents its Security Re-appraisals and Dividend 
forecasts at six months intervals in addition to its 
regular coverage of important economic and indus- 
trial developments in each issue. By this method, 
the maximum number of industries are periodically 
reviewed in the light of most recent information 
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Prospects and Ratings for in- 
dividual food stocks, utilities, 
machinery and liquors. 


Part I 
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available with up-to-date statisti- 
cal data provided for ready com- 
parisons. Supplementing _ this, 
brief comments on the status of 
each individual company listed on 
the table and its near term divi- 
dend potentials are presented. 
This combined material we be- 
lieve will serve as the most practical method of 
keeping our readers, who collectively own shares in 
many corporations, adequately informed in their 
efforts to safeguard or improve their investment 
positions. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks — 
the last column in the tables, preceding comment 
— is as follows: A+, Top Quality; A, High Grade; 
B, Good; C+, Fair; C, Marginal; while the accom- 
panying numerals indicate current earnings trend 
thus: 1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of High Grade invest- 
ment quality with an Upward current earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should, of course, be timed with the trend and in- 
vestment advice regularly offered in the A. T. Mil- 
ler market analysis in every issue of this publication. 
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Large food consump- 
tion seen in 1946. 
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_ 1946 Outlook for FOOD Companies | 


By FRANK R. WALTERS 


HE SKIES ARE CLEARING for the food indus- 

try. Burdensome wartime restrictions rapidly are 
fading. into oblivion. The bright prospect for im- 
provement in earnings and dividends foreseen by 
investors in the dark days of government regimen- 
tation at last is clearly discernible. 

Principal factors holding out prospect for higher 
profits this year include the following: 

1. Reduction in Federal taxes accompanied by 
permission to accelerate amortization of emergency 
plant facilities. 

2. Moderation of price controls giving some hope 
of complete elimination of the squeeze on profit mar- 
gins. 

3. Promising outlook for maintenance of high na- 
tional income as a result of wage increases. This 
development seems likely to assure continued large 
sales volume. 

4. More satisfactory labor conditions in growing 
and processing food products. 

5. A strong trend toward higher commodity prices 
which should favor inventory appreciation and mini- 
mize fears of losses on goods in process. 

Unfavorable factors, so far as ean be discerned, 
present no serious problems. They include the fol- 
lowing: 

1. Possibility of prolongation of government price 
controls, as a result of curtailment of production 
incident to labor trouble. 


2. Pressure for wage increases and indication of 
higher costs of all types of supplies including con- 
tainers. 

3. Possibility of continued shortage of containers 
and shipping cases. 

4. Possible adverse weather conditions. 

Of all these major economic influences, probably 
the most important from an earnings viewpoint is 
the removal of excess profit taxes. Relief from this 
burdensome levy can be extremely important for 
concerns whose gross revenues are likely to hold at 
high wartime levels. Many companies in the food 
industry paid substantial excess profit taxes in re- 
cent years. Not all of such tax benefits will be saved 
for stockholders, but as a general rule, the reduction 
in Federal normal and surtax rates to 38% means 
sharp improvement in net income available for 
stockholders. 

One of the serious threats to industrial profits has 
its origin in prospective tax relief. Labor is not una- 
ware of benefits in store for companies in line for 
enlarged net income. Union executives have seen in 
this situation an opportunity for strengthening their 
position with the rank and file by demanding un- 
precedented wage increases. This movement which 
has affected almost every industry of importance 
virtually assures higher operating costs. In some 
industries, increased efficiency will tend to moderate 
adverse effects of rising (Please turn to page 521) 
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Position of Leading Food Stocks 


Price-Earnings 
In Millions of $ In Dollars Per Common Share Ratio for Invest- 
1936-39 Working Book NetCurrent 1936-39 1945 1936-39 1945 1936-39 ment COMMENT 
Company Gross** Avg. Gross Capital Value Assets* Avg. Net Net Avg.Div. Div. 1945 Avge. Rating 





"Amer. Crystal Suger $14.4 Mr $14.4 $11.6 $48. 47 $14.35 $2.04 $1.00 Mr $1.12'/ None 27.5 13.4 C+3 More satisfactory labor conditions and price incentives are 
favorable for earnings, but resumption of common dividends 
may be deferred until long-term outlook is clearer. 





Amer. Sugar Refining 201.6 104.1 42.5 159.74 NoneAvail. def. 4.50 E 1.31 $3.00 11.8 B—3 Prospect for price stability is favorable for sugar refiners. 
Indicated increase in 1945 volume points to more liberal 
year end dividend. 

Armour & Co. 1213.00C 744.1 140.6 25.16 None Avail. def. 1.41 Oc None None 10.0 C+2 High national income and strong consumer r demand for meat 
favor larger sales and further earnings gain. No dividend is 
imminent. 


WwW Beatrice Creamery 110.3 Fb 61.7 11.4 37.37 10.71 3.15 2.96 Fb =—‘1.58 2.05 yA Be BI Relief from price controls probably would aid profit margins 
and encourage hope for a higher dividend by early 1947. 
Beech-Nut Packing 40.9 21.4 15.2 50.69 34.84 6.01 5.01 (b) 5.81 4.50 B2 Prospects for increase in sales would be helped by more 
abundant er especially sugar. Slightly higher 
dividend possible 


W Borden Co. 410.5 i 74.0 31.60 14.19 1.66 2.80 E 1.50 BI Consumer demand outlook continues favorable with at least 
moderate expansion in earnings in sight. Dividend policy 
conservative. 

" Carlifornia Packing . ities TUES 26.1 53.76 18.19 2.00 3.10 Fb 1.18 ‘ ‘ B2 “Recovery in earning power heavily dependent on ‘relaxation 

in price controls and more satisfactory labor supply. Higher 
dividend possible. 


Central Aguirre Assoc...... 9.2 Jl 24.32 12.56 2.86 1.38 JI 2.13 Rian) “Prospects for larger output favorable for earnings despite 
unsatisfactory political factors. Dividend rate may remain 
unchanged. 


Continental Bakin 101.7 : : a) None Avail. a:3] 97(b Ne High national income promises maintenance of record sales. 
° ( oa (b) — C+2 Reduced fixed charges and tax relief favor dividend increase. 


“Corn Products Refining. 111.5 9.09 2.96 b) 3.19 ’ BI Relief from price squeeze needed to improve profit margins. 
Current dividend seems secure. Longer term outlook promis- 
ing. 

” Cream: a Wheat 6.9 4.1 4.91 1.62(b) 2.06 cC+2 Tax relief affords hope of better earnin but Possibly not 
enough to warrant higher dividend w ile price controls 
remain. 





Cudahy Packing 344.90Oc 207.1 : 5 13.15 4.12 Oc 1.10 : C+2 Financial improvement strengthens earnings prospects and 
gives hope of more liberal common dividend. 





Fajardo Sugar ...... kd 5.8 Jl 6.5 : 21.97 " 95 JI 3.25 ‘ C+1 Larger production “expected to improve earnings, but political 
outlook seems unfavorable for dividend increase. 





xX Sencins Sugar 7 5.7 Je ; None Avail. 2.62 Je None a | Prospect for ‘sharp increase in production and more satisfac- 
tory price structure point to record earnings and distribution 
of sizable dividend. Outlook for 1947 brighter. 





“Peneal Baking 70.1 ry . 69 mL .84 d : Large sales and small profit margins tend to favor earnings 
$ 8(b) C+2 stability. Moderately higher profits and dividends indicated. 





W General Foods 296.5 : k j 2.75(b) 2.13 BI More abundant critical raw materials and continued high 
national income favor higher earnings. More liberal dividend 
policy already i in effect. 


1946 


*—After prior obligations. Fiscal year ended: ©Mr—March 31°, 1945. 
**__For year ended Dec. 31, 1944, except as otherwise indicated. Oc—October 31, 1945. 
(a)—Equity consists of intangibles. Fb—February 28, 1945. 
(b)—1!2 months to Sept. 30, 1945. Ji—July 31, 1945. 

E—Estimated. Je—June 30, 1945. 


Table continued on following page 
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Company 


Position 


In Millions of $ 
1936-39 Working 
Gross** Avg.Gross Capital 





Book 
Value 


NetCurren 
Assets* 


In Dollars Per Common Share 


of Leading Food Stocks (continued) 


Price-Earnings 

Ratio for Inves 
1936-39 men 
Avge. Ratin 


t 1936-39 
Avg. Net 


1945 1936-39 
Net Avg. Div. 


1945 


Div. 1945 


t- 
t COMMENT 


9 





General Mills (b).............. . $280.8 My $140.1 


$47.3 $22.38 «$7.7! 





Great Western Sugar 





Guantanamo Sugar 


3.4Se— 





Libby, McNeill & Libby 


32.0 (13.93 


29.7Fb 31.9 9.45 


‘oe 


10.7Fb 72.1 


33.5 12.42 





Loose-Wiles 


389 O41 BT 





National Biscuit 


W National Deby. 


41.9 


83.9 





Penick & Ford. 


3219 1B 





Pillsbury Mills 





Purity Bakeries 


45.86 22.33 


“18.10 2.53 





South Porto Rico Sugar. 


18.1 Se 40.01 15.64 





W Standard Brands 


236.9 51.7 21.46 «210.04 





Stokely Van Camp............ 


67.9 My 








Swift & Co. 


1307.6Oc 817.1 189.0 47.92 2858 





Swift International .... 


9.5(a) 4.4(a) 30.1 32.50 20.27 





United Biscuit . 


50.3 23.9 52 16! 





Wilson & Co. 


532.5 268.6 46.7, 





*—After prior obligations. 
**For year ended Dec. 31, 
(a)—Operating income. 


1944, except as otherwise indicated. 


6.31 None Avail. 


16.17 None Avail. 


$1.65 $2.69 My $1.06 $1.37. 18.1 29.6 “Al 


bl g t. Indus- 
outlook. Dividend 





Steady earnings growth reflects cap 
try diversification enhances long-term 
secure. 





2.49 


13.6 C+3 


1.60 


rei 22.2 


Greater mechanization reduces labor costs and improves long 
range earnings outlook. No further dividend cut imminent. 





C+i Favorable production outlook and improved financial struc- 


ture are helpful for this speculative equity. Dividends possible. 





50 


15.5 


27.0 C42 


Tax relief and relaxation in price controls unlikely to aid 
earnings and dividends before 1947. 





1665.43 c) 141 2.250146 48.0 iB 


Increased consumption of baked goods and tax relief prom- 
ise  saoead in earnings. Higher dividend indicated on split 
stock, 





1.69  1.42(c) 1.70 23.1 


Adverse effects of keen competition in packaged baked 
goods removed by larger consumer demand. Earnings and 
dividend prospects favorable. 





Greater emphasis on more profitable products and tax relief 
point to sharp earnings rise. More liberal, though conserva- 
tive, dividend probable. 





With demand still strong for principal products, relief from 
price controls would be favorable earnings factor. Higher 
dividend indicated later. 





14.3 16.6 


26.5 


Outlook remains favorable for large sales volume and reason- 
able profit margins. Dividend policy likely to remain con- 
servative. 

Greater emphasis on cakes helps profit margins. Increased 
sugar allotments should help earnings and dividend prospects 
later. 








136 0 244 BH 


High world sugar prices point to continued large earnings. 
Finances strong. Dividends should continue liberal. 





Increased operating efficiency and more abundant raw mate- 
rials point to further sales expansion. Earnings and dividend 
outlook favorable. 





3.16My .06 10% Stock 8.8 C+ 


Steady progress made by this strong canner points to bright 
future. No change from present stock dividend policy indi- 
cated. 





Relief from price controls needed to regain pre-war profit 
margins. Sales outlook promising. Dividend policy remains 
conservative. 





1.62 20.3 B—3 


Unsettled political outlook principal adverse factor. Sales 
volume, earnings and dividend outlook reasonably satis- 
factory. 





2.18 Ce Cn 3 ee 


None 


“10.8 


25 1168 C42 


(b)—AIl figures adjusted for 3-for-I split in August, 1945. 
(c) —1I2 months ended September 30, 1945. 
E—Estimated. 


Prospect for increased sales volume and tax relief hold 
poarene, at earnings improvement and moderate increase in 
dividend. 





With continued large sales, earnings improvement antici- 
pated as a result of reduction in preferred dividend charge. 
Common dividend outlook more secure. 





My—May 31, 1945. 
Fb—February 28, 1945. 
Se—September 30, 1945. 
Oc—October 31, 1945. 


Fiscal year ended: 
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Sales of frozen food products will 
reach record levels this year. 


' wage costs, but generally speaking, 
the food industry has few opportuni- 
' ties for new economies in the field of 
| labor saving. 
' Moreover, the revolt of labor 

threatens to defer relief from Federal 
price controls. Wartime shortages of 
consumer goods has intensified since 
V-J day as a result of strikes and 
interruptions in production from 
other causes. Accordingly, sentiment 
seems to be growing more favorable 
for extending the life of OPA. Al- 
though such a course may be helpful 
in holding in check rising living costs, 
at the same time it would prolong 
shortages of goods which manufac- 
turers are unable to produce at a 
profit. Continuation of the squeeze on profit margins 
might prevent full benefit of earnings improvement 
in the food industry until 1947. 

Delay in solving the industrial crisis serves to 
strengthen inflationary forces by stalling productive 
machinery. This factor may be expected to sustain 
commodity prices longer than otherwise would have 
been the case. Experience suggests that wholesale 
prices ought to decline after the end of the war. Be- 
cause the general level of prices has been held at 
artificially low levels, however, it seems probable 
that the usual postwar decline may be considerably 
delaved or entirely averted. 


Outlook for Dairy Companies 


Of the several divisions of the food industry, dairy 
products appear to be most favorably situated under 
present conditions. Price controls have not seriously 
hurt profit margins and with national income likely 
to be maintained on a high level, companies in this 
group appear headed for further enlargement of 
sales. Managements presumably intend to place 
greatest emphasis on items affording widest profit 
margins such as ice cream and cheese. Relief from 
excess profit -taxes should be especially favorable for 
major companies. In the case of National Dairv 
Products, for example, 1944 operations would have 
shown net profit equal to $4.80 a share under 1946 
tax regulations as against the $2.13 actually re- 
ported for 1944. Assuming continuation of high 
sales volume and reasonable profit margins, this 
company seems assured of distinct improvement in 
net income in the current year. Accordingly, inves- 
tors may be justified in anticipating dividends at a 
more liberal rate than the present $1.40 a year. For 
similar reasons, the outlook for Borden Co, and 
Beatrice Creamery is promising. 

In the bakery group, conditions are generally en- 
couraged. Here too, tax relief is a major influence. 
Probably more important, however, for the longer 
range, is the growing indication that bakers and 
biscuit manufacturers face less intensive competi- 
tion in the next year or two. It seems apparent that 
expansion in this division has failed to keep pace 
with growth in population and consumer demand. 
High national income has enlarged the market for 
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bakery goods to an extent that productive fields ap- 
pear to be more urgently needed than before the 
war. In other words, smaller marginal] companies 
that had difficulty meeting competition of large inte- 
grated producers now are more firmly entrenched 
than five or six years ago. 

If competition is to be less severe in the next year 
or two, profit margins seem likely to be more satis- 
factory. Labor costs may be expected to increase, 
but the bakery group is not so vulnerable to this 
adverse factor as the canners and meat packers. Ac- 
cordingly, conditions seem favorable for improve- 
ment in earnings and dividends especially on the 
part of biscuit companies. In the case of United 
Biscuit, for example, profit margins promise to be 
satisfactory for at least another year or two and 
should be wide enough to encourage hope of earn- 
ings this year well above 1944 and 1945. 

Another group which looks to the future with con- 
fidence is sugar. Cuban producers are virtually as- 
sured of larger earnings this year. The crop already 
has been made and grinding is well advanced. Semi- 
official estimates place the yield for 1946 at above 
4.8 million tons or about 30% larger than a year 
ago. The entire Cuban crop is being purchased by 
our Government at an indicated price of 3.6714 
cents a pound which represents an increase over a 
year ago of about 20%. Although labor costs have 
advanced, the combination of a larger crop and a 
higher price, it seems likely to give earnings of 
Cuban producers quite a lift. So far as can be de- 
termined now, the 1946 crop will be insufficient to 
satisfy current demand so that conditions should 
continue favorable for at least another year or two. 
Accordingly, managements of Cuban companies may 
feel disposed to adopt a more liberal dividend policy. 


Cuban Producers Favored 


Francisco Sugar appears to be in position to ex- 
perience substantial improvement. An old mill that 
had been dismantled a dozen years ago has been 
rehabilitated and the company is in position to more 
than double its 1945 production. A further increase 
is anticipated in 1947 if weather conditions are fa- 
vorable. This company seems likely to show earnings 
this year of $6 a share’ (Please turn to page 548) 
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PROSPECTS 


FOR 


UTILITIES 


By EDWIN A. BARNES 


ena average utility stock still has considerably 
more capital leverage than the average industrial 
despite the fact that a good deal of senior capital 
has been eliminated in recent years, and this helps 
to explain the continued popularity of the group. 
While the natural growth of the business has in the 
past decade been offset by the increase in federal 
taxes, as well as by continuous reduction in unit 
revenues, the utilities are now getting a “break’’ on 
taxes, and this factor also accounts for much of the 
continued market enthusiasm. 


In 1944 taxes absorbed 23.8% of every dollar of 
operating revenue of the electric light and power 
companies. Of the total of $703 millions, income 
taxes accounted for $191 millions, and excess profits 
taxes $210 millions. The latter figure would have 
been larger by a substantial amount if the utilities 
had not padded their charges with large amounts 
for call premiums on refunded securities ,and 1945 
tax payments were still further reduced by this fac- 
tor. However, on the basis of the reported tax figures, 
and applying the 1946 tax law provisions, potential 
tax savings may be estimated at $125 millions (in- 
come taxes are reduced 5%, and excess profits taxes 
about 55%). This amount is equivalent to an in- 
crease in earnings for common stocks (1944 basis) 
of nearly one-third; in relation to dividends the per- 
centage would be higher. 

Of course the 
state commissions 
will doubtless be 


on the watch to 
obtain part of these 
increased earnings 
for the residential 
consumer, through 
refunds or rate 
cuts. In Michigan 





ELECTRIC POWER 
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The Utility Industry in 1946 will be favored by 
lower taxes and well sustained power loads. | 


this trend has been particularly evident, Detroit | 
Edison and other large utilities having already been | 
forced to make substantial refunds to customers on | 
the theory that otherwise six-sevenths of the money 

would go to the Federal Treasury as excess profits | 
taxes. It is impossible to hazard any guess as to how — 
much, on the average, rates will be cut. The resi- 
dential rate has continued to decline steadily for | 


is 


- many years, but it is difficult to ascertain how much | 


of this is due to rate cuts and how much to larger | 
residential usage (on the sliding scale rate basis). | 
The rate of decline slowed somewhat during the | 
war, but may accelerate again as household usage 
shows further gains and rate schedules are reduced, 
voluntarily or through commission orders. 


Rate of Return 


In general, the state commissions try to gauge 
whether the utilities are earning more than “a fair 
return on fair value of the property,” but standards 
differ widely in different states. In Texas, for ex- 
ample, where the individual municipalities fix rates 
(there being no state commission) the iate of re- 
turn is very liberal, running as high as 8 or 10 per- 
cent in some cases. In other states 5 to 6 percent 
seems to be about the rule. Based on available 
figures, the electric utilities earned about 6.6 percent 
last year compared with 6.2 percent in 1937. But it 
is customary to make allowance for working capital, 
and since this was considerably larger in 1944 than 
in 1937, inclusion of this figure along with plant 
investment would reduce the earned percentage in 
both years to 5.7 percent. The ratio would currently 
be still lower if some $800 million plant value had 
not been eliminated by orders of the Federal Power 
Commission, which is trying to reduce book value 
to “original cost when first devoted to public 
service.” 
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COMMENTS 


Current earnings outlook favored by prospect 
of well sustained revenues and earnings will 
have benefit of lower taxes. Retained proper- 
ties normally account for 80% of revenues. 
Current dividends will equal the 1945 regular 
and extra. 


Shares have an estimated liquidating value of 
about $25 a share. Proposed plan involves re- 
tirement of preferred shares and distribution 
of subsidiary operating units’ shares to com- 
mon stockholders. 


Further toward dissolution awaits 
Supreme Court decision. Both preferred and 
common shares are currently selling below 
estimated liquidating values. 


Present dividend secure, despite 
failure of 1945 earnings to fully cover rate. 
Company will gain substantially by elimina- 
tion of excess profits taxes, which amounted 


progress 


$9 annual 


to about $5 a share in 1944. 





No common dividend will be paid pending 
dissolution proceedings. Plan for segregation 
of water and electric properties filed with 
SEC. On basis of plan common has liquidat- 
ing value of about $30 a share. 


Current earnings prospects favorable for some 
increase in per-share earnings. Dividends at 
recently increased rate of 40 cents quarterly 
may be regarded as secure. 


All senior securities will be retired under re- 
vised plan now before SEC. Stockholders will 
have opportunity to acquire shares of electric 
properties. Natural gas holdings will have 
earnings well in excess of recent dividends. 


Higher current earnings foreshadowed by 
heavy industrial and agricultural needs, plus 
the benefit of lower taxes. Dividends secure 
and may be increased moderately. 


Latest dissolution include 
denial of hearings to common stockholders by 
U. S. Supreme Court. SEC, however, may re- 
consider plan. Current quotations about in line 
with estimated liquidating value of common. 


developments in 


Liberal dividend policy justified by company’s 
well sustained earnings power and strong fi- 
nancial position. Recent rate reductions will 
be offset by consolidation of subsidiaries and 
lower current taxes. 


Expanding residential and commercial use of 
company's facilities is counted on to offset 
drop in industrial revenues. Earnings should 
continue to provide sufficient support for 


$3.60 dividend. 


Reflecting some curtailment in copper activi- 
ties in company's territory, earnings may ex- 
perience a temporary decline. 1946 results 
should however justify continuation of dividend 
at present $2.40 rate. 


Final completion of dissolution plan will divest 
entire equity with common stock. Company 
will probably function in the future as an in- 
vestment and service organization. Common 
has an estimated liquidating value of better 
than $25 share. 

Partial dissolution completed but final devel- 
opments will await a decision now pending 
before U. S. Supreme Court. Has offered to 
exchange United Gas holdings for $7 and $6 
preferreds. Some gain in current earnings 
likely. 

Company is in process of liquidation. Indi- 
cated liquidating value of common of about 
$25 a share compares with current quotations 
around 26. 

Heavy residential load and low operating 
costs lend stability to current and prospective 
earnings. Lower taxes may result in moderate 
gain in pro- 


1946 earnings. Dividends well 
tected. 


Position of Leading Utility Stocks 
-In Dollars Per Common Share Invest- 
Book 1936-9 1944 Estimated 1936-9 1945 ment 
: Company Value Avge.Net Net 1945 Net Avge.Div. Div. Rating 
American Gas & Elec. $20.57 $1.96 $2.32 $2.40 $1.69 $1.90 A2 
| | American Lt. & Traction 4257 160 140 1.25 1.26 120 A2 
American Power & Light... . 4.12(a) 30 1.75 2.00 None " Nene C3 
| American Tel. & Tel. 12787 9.10 876 8.50 9.00 9.00 Al 
American Water Works 19.04 ‘ 1.05 69 75 None ; None a2 
Brooklyn Union Gas 51.42 2.56 2.73 2.80 155. 115 C+2 
way 
i Columbia Gas & Elec. 11.21 46 59 50 21 .20 C2 
oie | ———___ ‘ 
been |, | W Commonwealth Edison 26.80 2.16 1.78 1.90 3.09 1.40 A+2 
S on | 
ney | ere _ 
ofits © Commonwealth & Southern 4.69 12 .07 AS None None C2 
how e 
resi- | 
for W Consol. Edison of N. Y. 46.49 2.20 1.70 1.75 1.93 1.60 A2 
uch 
rger | 
2) —__— ——_—— - 
the | W Cons. Gas, El. Lt. & Pwr. of Balt. 47.50 4.54 4.33 4.20 3.63 3.60 A2 
age 
ced, 

W El Paso Natural Gas 19.86 3.35 b) 3.58 3.10 2.00(b) 2.40 B2 
uge Electric Bond & Share (a) 2h.37 25 = def.35 def.2¢ None : None C2 
fair 
rds 
ex- Pe ih An 8 pms Se 2. — —_ ae 
ites X Electric Power & Light 12.07 28 1.03 2.3€ None None C+! 
re- 
er- 
ent Le ee = 
ble Federal Lt. & Traction 18.29 238 41 1.30 5% 12 @ 
ent 
t it = anal ‘. } Ao IA aa 
tal, Idaho Power 22.43 (z) 2.39 2.60 (z) 1.60 B2 
lan 
ant 

in Ielanidep i Se ‘i 
vn! (a)—Parent company only. (y)—Fiscal years in this period ended Sept. 30. 
1a (b)—1937-9 Average. (z)—Recapitalized in 1943. 
ver 
lue T e . 
l able continued on following pa 
tic f g page 
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Book 
Company Value 


Position of Leading Utility Stocks (continued) 






In Dollars Per Common Share —————— Invest- 
1936-9 1944 Estimated 1936-9 1945 ment COMMENTS 
Avge.Net Net 1945 Net Avge.Div. Div. Rating 





General Telephone $40.46 


Outlook favors well sustained earnings aug- 

vitals a peas iad $1.60 82 mented by fairly sizeable tax savings. Finances 
os Liberal dividend policy likely to con- 
tinue. 











International Tel. & Tel. 39.27 


.94 1.22 1.50 None None B—I Prospects are for considerable improvement in 
1946 revenues. pany is planning large 
debt refunding operation and large scale ex- 
pansion of domestic manufacturing facilities. 
Dividends are not a near term prospect. 








Lens Star Gas Leen | 


- ‘ 9 3 : Large residential load contributes to earnings 
” ” . - 7” b2 stability. With the burden of excess profits 
taxes removed current earnings may exceed 

$1.40 a share and warrant a higher dividend. 





Louisville Gas & El. “A" 27.00 


2.42 2.03 2.00 1.40 1.50 C+2 City of Louisville has opposed liquidation of 
company and has made offers to purchase, 
which company has rejected on grounds of 
heavy tax frability incurred. No change likely 
in $1.50 dividend. 











W National Fuel Gas... 17.41 








Unbroken dividend record dates back to 1909. 

— a ned b+2 Comparatively small industrial load is re- 
flected in marked earnings stability. Finances 
and natural gas reserves strong. Liberal divi- 
dends to be continued. 








Nationol Power & Light. 21.04 


1.19 79 .60 .60 None C+2 This year will probably bring final dissolution 
of company. Liquidating value of common 
estimated at around $13 a share, which might 
be enhanced moderately by improved position 
of operating subsidiaries. 








Niagora Hudson Power 12.20 








.42 3 .40 .13'c) Non 2 Approval of capitai changes followed by re- 
¢) None c sumption of preferred dividends. Full liquida- 
tion still some time away and interim devel- 
opments may add moderately to current 
liquidating values. 





North American Co. 16.30 





1.64 1.69 1.65 1.31 1.49(e) B2 Redemption of all preferred shares has added 
about 24 cents’a share annually to earnings 
on common. Recent dividend policy likely to 
be continued. Liquidating value of common 
estimated in excess of $35 a share. 





W Pacific Gas & Electric . 31.98 





2.65 2.t8 245 1.88 2.00 B2 Rising commercial and residential revenues 
will offset drop in industrial load. Current 
earnings will be benefited by interest savings 
and lower taxes. Dividends secure. 





W Pacific Lighting we 26.64 





3.94 3.31 dl 3.20 _ 3.07 3.00 B2 Outlook is for moderate earnings gains this 
year. Service area offers promise of continued 
ae and generous dividends will rerrain In 
‘orce. 








Peoples Gas Lt. & Coke 86.19 


3.49 4.67 5.25 1.88 4.00 A2 “ Heavy residential load will make for well ous 
tained earning power over coming months. 
— taxes will augment earnings. Dividends 
safe. 





Public Service of N. J. 27.47 


2.15 1.06 95 2.48 90 B—| Although some further decline in revenues Is 
probable during near term, earnings should 
provide fair coverage for dividends, recently 
reduced to 20 cents quarterly. Simplification 
plan being discussed. 





Southern Cal. Edison 22.88 





2.30 1.67 1.60 1.66 1.50 B2 With lower taxes and favorable water condi- 
tions current earnings should compare favor- 
ably with 1945, despite some temporary de- 
cline in revenues. Present dividend considered 
secure. 





United Gas Corp. 84 





with the aid of indicated good volume and 
lower taxes. Dividends of 20 cents quarterly 
may be moderately increased. 


def.15 .87 1.00 None 65 C+2 ~ Further o_o quis foreshadowed this year, 





United Gas Improvement... 38.10 


1.04 56 50 1.00 85 C+1 Hearings are being held on company's pro- 
posal to exchange certain of its holdings for 

750,000 shares of common. These holdings have 

an estimated value of about $28 a share. 

pany has pl d to stay in utility field. 








Western Union “A" ... 142.38 


(b) 6.36 6.50 (b) 2.00 B2 Doubt cast on current earnings volume by pros- 
pect of an increase in the already high oper- 
ating ratio. Tax relief will afford some offset, 
as will revival of foreign business. Class ‘‘A"’ 
dividends, however, seem reasonably secure. 





a)—Recapitalized in 1943. 
b)—Company recapitalized in 1944. 








(c)—Represents 3 years starting with initial dividend Dec. 15, 1937. 
'e)—Cash equivalent of stock dividends. 
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With the estimated tax sav- 
ings, however, the percent 
earned on investment might 
increase by about one-fifth, 
raising the adjusted figure of 
5.7 percent to around 6.8 per- 
cent. Considering present low 
interest rates and preferred 
dividend rates on new issues, 
this percentage seems pretty 
high. Voluntary rate readjust- 
ments may be forthcoming in 
some instances, and commis- 
sion cuts in others, but it ap- 
pears unlikely that sharp re- 
adjustments will be made until 
figures are available for six 
months or a year on the new 
basis. 

Hence, unless the cuts are 
retroactive (unlikely in most 
cases) 1946 should be a year 
of excellent earnings. By 1947 
when rate cuts may be gen- 
erally in effect, electric appli- 
ances should be available in 
good supply, and new housing developments should 
also be getting under way, which factors may more 
than offset the effects of any rate reductions, so far 
as average nationwide results are concerned. 

During 1945 the utilities were favored by two 
developments. First they were able to start a second 
refunding program for their bonded debt. During 
the past decade many bonds with rates of 4 to 5 
percent were refunded into issues bearing 3-4 per- 
cent coupons; now the latter issues are being re- 
funded at rates ranging from 23%, to 31% percent. 
Even the more speculative issues can be refunded 
on a 3-314% basis (these comments apply to electric 
and gas issues—transit bonds have to pay a some- 
what higher rate). Preferred stocks are also now 
being refunded at record low yields — 314% for 
some recent high-grade issues. The extent of the 
interest savings has been somewhat obscured by 
heavy amortization charges, frequently padded to 
offset non-recurring tax savings; nevertheless the 
saving in interest is substantial. The companies are 
probably paying out little more in interest now than 
they did two decades ago, despite the fact that 
electric output has almost tripled during this period. 


The other favorable factor, which is of a more 
temporary nature, is the big saving in fuel charges 
reflected in recent monthly returns for all electric 
utilities, as published in the Federal Power Com- 
mission bulletins. It seems doubtful whether the 
utilities benefitted very much by the huge amounts 
of power sold to industrial plants for making muni- 
tions. The production of aluminum, magnesium and 
heavy. chemicals consumed immense amounts of 
power during the war, but this power was sold at 
very low rates—probably around 7 or 8 mills per 
kwh—and in many cases this would not be very 
much more than the average operating cost of pro- 
ducing the power (except where government-owned 
hydro-electric plants, which are heavily subsidized 
one way or another, contributed substantially to the 
supply). To supply this heavy demand the utilities 
were forced to use their least efficient “standby” 
plants, most of which contain obsolete equipment. 
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Hence many of them probably 
did well to “break even” on 
this power sold to war indus- 
tries. Cutbacks and cancella- 
tions of government contracts 
have perhaps proved a blessing 
rather than a disaster for the 
utility companies, permitting 
them to concentrate their best 
equipment on more profitable 
business. 

It also happened that 1945 
was a year of plentiful water 
supply, practically throughout 
the nation. In earlier years 
there had usually been local or 
sectional droughts, some of 
them fairly protracted. But in 
1945 the dams were well filled 
and the hydro plants could be 
operated at close to capacity, 
permitting fires to be banked 
in many inefficient steam 
plants. This was particularly 
fortunate because of the coal 
shortage. In the month of Oc- 
tober, fuel costs were 12% below last year, and for 
the 10 months ending October 31, 3.2%. This fuel 
saving just about accounted for an increase in net 
income of 8.1% for the month of October. This gain 
was accomplished despite a decline of 16% in kwh 
sales to industrial companies, largely balanced by 
increased sales to residential and commercial 
customers. 

However, it won’t be safe to count on a continua- 
tion of these fuel savings over the indefinite future. 
Water supply may again run low in different parts 
of the country, requiring the use of standby steam 
plants. Unit coal costs are going up along with 
miners’ wages. Fuel oil costs dropped sharply im- 
mediately after the war, but may rise again. 

Of course if we are entering an inflationary period 
this would be adverse to the utilities and railroads 
in the long run, since it is difficult for them to 
obtain compensating rate advances as fast as ma- 
terial prices rise. However, despite temporary black 
markets and commodity scarcities, it seems very 
unlikely that we are in for a period of runaway 
inflation. American productive power, as demon- 
strated during the war, is greater than ever before 
and as soon as the present wave of labor troubles 
subsides, production should begin to overhaul con- 
sumption with an eventual balance. Hydro-electric 
properties would of course have a better chance 
than steam plants in any highly inflationary period. 


Operating company stocks have recovered sharply 
from the 1942 level. Many utility stocks recorded 
their lowest levels some four years ago, even below 
the 1932 bottoms, because of widespread pessimism 
over SEC regulation and anti-utility policies at 
Washington. But the SEC did not prove to be the 
ogre investors had feared. Good utility stocks with 
dividend records running into decades now yield 
around 4 to 4.50%, compared with an average 
around 3.50% for blue ribbon industrial. From an 
investment angle there would seem to be further 
room for improvement in operating utility equities. 
Readjustment to a 3.50% yield basis would mean a 
further price advance of (Please turn to page 548) 


Photo by Westinghouse 
Ample power—the fountain-head of production. 
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STOCKS | 


By H. S. COFFIN 





L é hrcmen sustained strength in the shares of more 
than one manufacturer of machinery attests 
to growing confidence that, for once in the century 
old history of this industry, five years of above 
average prosperity do not mark the limits of ex- 
pectancy for good business. Indeed, many factors 
point to a probability that impressive wartime gains 
achieved by numerous machinery makers will serve 
more as a springboard for equally satisfactory 
progress during at least a second five year period 
just ahead, with optimists assigning even more 
prolonged potentials for profitable operations. All 
considered, it appears well worth while to study the 
pros and cons unfolding for the industry in the 
light of sober analysis, for if its traditionally erra- 
tic earning power may become more stabilized, 
dividend and appreciation potentials acquire a 
broadened horizon. 

In a highly mechanized economy such as ours, 
specialists in the production of capital goods are 
numerically great and their classification so varied 
that to discuss their current position entails de- 
pendence upon generalities which often miss the 
mark in considering many segments and units of 
the industry. Our study accordingly will focus upon 
those sections, along with their most important 
components, which concentrate largely upon pro- 
duction of power-driven metal working machinery, 
construction equipment, and other specialized capi- 
tal goods. Reconversion problems have proved to be 
relatively light for the majority of concerns in this 
category from the viewpoint of readqusting facilities 
to meet peacetime requirements, for during war 
years about 35% of production was sold to regular 
industrial customers and the balance which went 
to the Government consisted largely of regular 
line items. 

Transitional difficulties, however, currently tend 
to hamper smooth progress towards full production, 
for due to an exodus of labor from the castings 
trade to more profitable employment, available sup- 
plies of these essential materials have shrunken 
sharply at a time when most needed by machinery 
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Photo from Nat’! Machine Tool Builders 
Rising costs and intensive competition foreshadow increas- 
ing industrial reliance upon new and efficient machinery. 


makers to keep abreast with mounting industrial 
demand for their finished products. Of course this 
adverse factor is temporary in character and when 
eliminated the way will be paved for more rapid 
achievement of volume goals which, while lower 
than those of peak war year records, promise to 
far outdistance those established in any year of the 
1930 decade. Statistically, this points to an average 
annual volume of about $150 million during the five 
vears prior to the war, rising to an average 
of $850 million during war years and levelling 
down to some $450 million in the 1944-45 period. 
Further contraction of sales is certain to be a 
feature of 1946 and following years now that mili- 
tary demand has ceased, but that the secondary 
level about to emerge will exceed $300 million at 
least, is predicted by Department of Commerce 
experts. 

Many encouraging factors combine to warrant 
*hese optimistic appraisals of postwar potentials. 
in the first place, for an entire decade prior to the 
outbreak of war, industry in general adopted slug- 
gish replacement policies until practically every one 
of its segments became reliant upon equipment far 
over-age in character. While the impact of full mili- 
tary production brought a sudden and huge demand 
for modernization of facilities and for the equip- 
ment of newly built plants, the 35% of machinery 
output previously mentioned as absorbed by private 
enterprises in reality amounted to little more than 
normal purchases in active years, and 65% went 
to form a base for the now much discussed Federal 
Surplus which perhaps has caused more than 
rational worry. To judge from daily advertisements, 
enough second hand machinery to meet every re- 
quirement of buyers for years to come clouds the 
prospects of new equipment manufacturers, and at 
prices to be determined by the highest bidders. 

As time goes on, however, chances of a serious 
glut of Government owned machinery to compete 
with makers of this equipment become slimmer for 
several reasons. While such items as big turret 
lathes and presses are inherently long lived, their 
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continuous use during several years of hectic mili- 
tary production necessitates expensive overhauling 
and the Government is unable to assure continued 
expert servicing customary with manufacturers. 
But more important is the fact that requirements of 
machinery buyers have perforce become exceed- 
ingly exacting as a result of wartime experience, 
so that what might in truth be an entirely usable 
machine usually fails to measure up to the most 
up-to-date standards of economical operation. 

So rapid have been the strides in technological 
improvement during the last five years that to 
survive in the competitive arena during the ap- 
proaching peacetime boom, manufacturers simply 
cannot afford to defer purchases of the most effi- 
cient machinery, and this usually involves specially 
designed equipment to handle their individual 
needs. This circumstance not only diminishes the 
threat of second hand equipment but broadly sup- 
ports sales potentials for the machine makers, for 
never in history have their customers been so ready 
and able to replace machinery with new items which 
can shave operating costs. Gone are the days when 
increased production was achieved mainly by add- 
ing floor space and hiring more workers; now up- 
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permost in all programs are closely figured con- aia inal ateesdll caeaiiaaiiammaees 
siderations of new equipment which will reduce 
trial |) unit costs by time saving in setting, multiple facturers, is the enormous amount of public works 
this |) Operations, uniformity in output and lessened fa- about to be undertaken, for while in the long range 
vhen | tigue for the worker. view these may serve to stabilize employment if 
apid Despite current heated squabbles between man- production should lag, such social aims do not color 
ower |, agement and labor over the question of production the near term aspect. Billions of dollars soon will 
e to | Per man-hour and world-wide fear that increased be spent for essential highway betterments, public 
‘the || machine efficiency may stimulate unemployment, buildings and housing projects, mounting costs for 
rage |, Signs are clear that both capital and labor base all which have already begun to chill the spirits of 
five | hopes for success in the postwar program upon Official circles. Here, too, major hopes of progress 
rage |) Undreamed of improvement in the realm of tech- must rely upon mechanical equipment to solve the 
lling nology. To offset the soaring trend of wage costs problem, and to use antedated concrete mixers, con- 
riod. | Without spiralling into disastrous inflation, sole veyors, mobile power units and what not will be 
ye a | Teliance must be placed upon the inventive skill of simply out of the question. All of which spells 
mili- | Machinery manufacturers and designers to achieve prosperity for the established manufacturers of the 
Jary | continuous gains in efficiency. When the current necessary machines, and at no distant date. 
n at wage-price battle subsides, as may be the case in In the immediate postwar years, foreign demand 
erce | 1946, leading engineers predict that during the for industrial machinery is bound to be unusually 
next ten years technology will sprint faster than in pronounced, and that American makers of this 
rant | 2ny previous quarter century. In this event, all equipment will benefit accordingly is a natural ex- 
jals. | Segments of industry will be obliged to view ma-_ pectancy. While Britain, always a strong competitor 
the | chinery replacements as a necessary and profitable for this business, will now outdo herself in attempts 
lug- investment. As for the attitude of labor, a leading to swell her exports to the European markets, fact 
one | Union in the construction industry has for the first is that in prewar years foreign buyers took about 
far | time recently granted permission to utilize every 20% of American production, and with current re- 
nili- | Mechanical device which will lower operating costs construction needs of unprecedented proportions 
and | of contractors. they are likely to allot an impressive share of orders 
uip- Rounding out the picture for machinery manu-_ to the United States. And (Please turn to page 549) 
1ery 
vate 
shan 
vent Position of Leading Machinery Stocks 
— In Dollars Per Common Share : Price- Invest- 
Book Net Current 1936-9 Estimated Earnings Div. ment 
nts, Value Assets* Avge.Net 1944Net 1944EPT 1945Net 1945Div. Ratio Yield Rating 
re- Babcock & Wilcox . $56.52 $37.73 $ 4l $4.36 $13.32 $3.75 $1.75 Ht 3.6% C+2 
the Bucyrus-Erie 14.38 8.03 80 1.25 5.13 115 70 16.4 3.4 C+3 
1 at Buffalo Forge 16.52 9.34 1.24(a) 2.15 5.57 2.00 1.80 16.2 5.1 C+ 
d Monarch Machine Tool... 23.64 12.57 1.87 3.37 Not Avail. 2.50 2.00 10.i 5.8 C+2 
lous U. S. Hoffman Machinery. 24.34 13.94 54 1.82 6.25 1.70 1.00 17.4 3.1 C+2 
pete 
for *—After prior obligations. 'a)—1938-9 Avge. 
‘et ADDITIONAL TABLE ON FOLLOWING PAGE 
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Book 
Value 


Position of Leading Machinery Stocks 


In Dollars Per Common Share 


Net 
Current 
Assets* 





Americen Machinery & ‘Foundry $12.18 


& Docker 


19.91 





Bliss, E. W.. 27.65 


$ 5.67 


12.53 





Bullard 29.15 





x Caterpillar Tractor 





Chicago Pneumatic Tool 


19.05 


23.14 


Price 
Earnings 
Ratio 


Estimated 
1945 
Net 


1936-39 
Avge. 1944 


Net 


1945 


1944 EPT Div. 


Div. Investment 


Yield Rating 





$1.03 $1.00 Not Avail. 36.5 





1.60 16.2 


382.96 Not Avail. “100 2~—So9 


1.67 


3.09 


2.25 20.9 


~ 2.00(b) 


22% C+2 


4.4 B2 


EAL 





By 69 4. 07 8.03 3.50 2.50 18.6 





1.54 4.25 NotAvail. 3.30 





Morse & Co. 


x Fairbanks, 


“32.82 


21.40 








x Food Machinery (a). 


x Foster Wheeler . 


26.48 


17.16 


26.36 





5.51 Not Avail. 











w Ingersoll Rand 





x Link Belt . 





Mesta Machine 


” Matleasl prone 





Niles-Bemont-Pond 


United Engineering & F. 


‘2 Worthington Pump & Machinery 





*—After prior obligations. 


Zou 


25.03 
4.60 


18.95 


11.38 


(a)—Adjusted for 25% stock dividend June, 1945. 


6.89 8.70 Not Avail. 





2.79 


4.31 Not Avail. 





3.72 


1.44 2.75 


2.00 10. 


1.47 


828.42 


**—Actual earnings. 


COMMENT 


A leading maker of automatic machinery, strongly established 
in the trade. Cigarette manufacturers large customers. Rentals 
stabilize income. Dividend secure and Prospects e excellent. 

Specializes in electric tools, postwar ‘demand for. which prom- 
ises to be heavy. With few reconversion problems and liberal 
tax cushion, net should continue to warrant current dividends. 





for 1945 ‘depend upon adjustments by tax credits 
g clarification, as reconversion problems hampered 
operations. 





Large backlog of commercial orders and latent domestic and 
foreign demand for modernized machine tools favors pros- 
pects for near term. Dividend appears secure, 


Leading maker of track- -type tractors. Sales potentials en- 
hanced by prospective substantial demand from highway and 
general building construction. Following temporary dip, net 
for several years should trend up. Dividend safe. 
Worldwide demand for company's products tends to assure 
good postwar operations and tax relief will widen profit 
margins. Strong cash position assures 50 cents quarterly 
dividend. 

Strongly esteblished manufacturer pumps, | scales and diesel 
engines. Lower sales offset by tax advantages. Ample cover- 
age of current dividend indicated. 





Increasing demand from food processors and fruit growers 
likely to sustain volume above prewar. Heavy tax cushion 
benefit net. Dividend amply earned. 


Rosiwar demand for boilers and refinery equipment should 
create substantial volume. Earnings prospects enhanced by 
substantial tax cushion. Moderate dividend probably safe. 





Large increase in working capital and favorable sales poten- 
tials brighten prospects for this important maker of capital 
goods. Maintenance of current dividend appears certain. 





Transitional volume decline offset by tax cushion. While post- 
war prospects for substantial volume are bright. Strong 
finances and reduced prior charges enhance dividend stability. 
Good prewar record likely to continue in postwar for this 
peers. specialist in heavy rolling equipment. No change in 
dividend likely. 
Customer activity to acquire “special tools in 
expected substantial volume. Temporary decline 
__ danger to dividend stability. 


1946 supports 
sales no 


Well established maker machine tools with postwar outlook 
improved by domestic and foreign sales potentials. Tax 
cushion sustains earnings during interim volume decline. 
Dividend secure. 





Recognized leader in steel m equipment with normally 
satisfactory profit margins. Bright prospects for substantial 
volume postwar. Dividend not widely covered but probably 
safe. 





net likely to hold up well due to 
Worldwide heavy demand for 
outlook. Dividend widely 


Despite decline in sales, 
above-average tax cushion. 
company specialties enhances 
covered. 


b)—Includes a dividend payable January, 1946. 
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What Of The Liquors 
NOW? 


By STANLEY DEVLIN 


UTSTANDING gains’ registered last year in 
prices of shares in the liquor group, running 
well above the general market, quite naturally raise 
a query as to whether or not such enthusiasm was 
warranted by facts, or if postwar potentials are suffi- 
ciently encouraging to permit further appreciation in 
the longer range view. Quite cle4rly, investor confi- 
dence in this industry has been enhanced by a war- 
time uptrend in earnings despite restricted produc- 
tion, excess profits, and excise taxes which normally 
would be considered highly discouraging. If the in- 
dustry can hold the momentum gained now that 
peacetime conditions are returning, or improve the 
pace, considerable justification for optimistic ap- 
praisals will emerge; thus a close examination of the 
situation appears timely. 
Distillers and brewers start their 1946 programs 
with only partial relief from wartime restrictions on 


the amount of grain they may use. While supplies of 
malt allocated by the Government to brewers have 
been considerably increased, amounts of all grains 
available to distillers limits production to about 10% 
of capacity each month for whiskey. Even so, the 
position of the distillers in this respect shows marked 
improvement over war years when production of new 
whiskey was confined to rare “holidays” of brief 
duration. Drastic shrinkage in need for military alco- 
hol has eased supplies and the corn crop has been 
excellent, although production of rye last year was 
disappointing. With hungry, wartorn populations, 
however, clamoring for food supplies, allocations of 
grain to beverage manufacturers naturally have to 
be limited and while amounts available for them are 
likely to increase substantially as the year unfolds, 
currently the question of raw materials somewhat 
hampers operations. (Please turn to page 551) 








Company 


American Distilling 


Book 


Value 


Position of Leading Liquor Stocks 


Price- Invest- 
Div. Earnings ment 
Yield Ratio Rating 


In Dollars Per Common Share 
NetCurr. 1944 1944 1945 1945 
Assets* Net EPT Net Div. 


COMMENTS 





$52.08 


$33.96  $3.03Se $3.84 $3.47Se None 14.9 C+3 


Company now building up inventories 
of aging whiskey depleted during war 
years. Has sold interest in Ron Carioca. 
Near term sales potentials unimpres- 
sive. Dividend remote. 





Austin Nichols 


syaojg Auauiyooy, SuipvaT fo ue11s0g 


Distillers-Seagrams 


X National Distillers 


19.54 


44.15 


18.11 3.92 Ap 2.96 Ap None 64 C+2 


$2.22 





27.81 6.12 JI 7.50 JI 2.3% 12.8 BI 





X Schenley Distillers (a). 


30.44 


Owns numerous licenses for distribu- 
tion of foreign and domestic wines and 
liquors. Clearance of preferred arrears 
by recapitalization improves status of 
common but stock highly speculative. 





Large inventories permit continued 
sales expansion. Working capital posi- 
tion exceptionally strong. Good cost 
control enhances earnings potentials. 
Dividend widely covered. 





19.41 4.31 5.10 E 2.00 2.5 15.6 BI 





35.18 


22.60 5.75Ag 18.32 9.19 Ag 1.6242 1.3 13.0 BI 


Rising volume trend and wider profit 
margins indicated for 1946. Strong 
financial position and good earnings 
may result in dividend improvement. 





Diversified production and ownership 
large inventories favors continued up- 
trend in profits. Entry into new fields 
promising. Redemption senior obliga- 
tions strengthens common, soon to be 
split 10 for 7. Dividend secure and 
may become more liberal. 








H. Walker-G. & W. 


77.14 


39.58 9.81 Ag 17.07(b) 12.27Ag 4.00 ao 9.2 BI 














*—After prior obligations fiscal year ended. 


Substantial stocks of whiskey support 
potentials for larger volume in me- 
dium term, and factors point? to fur- 
ther earnings gains. Dividend: secure 
and may become more liberal. 





Se—September 30. 


Ap—April 30. E—Estimated. 
Jl—July 31. (a)—All figures adjusted for 4-for-3 split August, 1945. 
Ag—August 31. (b)—Includes provision for income taxes. 
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for Income and A Pppreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MAGAZINE OF WALL STREET’S index of 
bend prices showed the following changes during 
the period indicated: 





On On 

Jan.12 Jan. 19 
40 Domestic Corporates .. 124.4 124.5 + .1 
10 High Grade Rails..... 118.9 119.2 + 38 
10 Second Grade Rails... 294.7 294.4 — 38 
10 High Grade Utilities.. 99.7 99.7 — 
10 High Grade Industrials 105.8 105.8 
10 Foreign Governments . 129.6 132.8 +3.2 


During the past fortnight our index of forty do- 
mestic bonds moved into new high ground, reflect- 
ing similar action on the part of both the high grade 
and second rail groups. Persistent strength in the 
bond market, even in the wake of a sharp sell-off in 
stock: prices has a fundamental basis in the appar- 
ently: insatiable demand for income issues. It has 
been obvious that the current low yields obtainable 
have not been a drawback. The offering of $25 mil- 
lion Atlantic Refining Co. 25% debentures to yield 
2.56% was quickly oversubscribed and, in fact, the 
issue almost immediately sold a premium. 

The duration and extent of the rise in bond prices 
over the past year, with 


Board of Governors of the Federal Reserve System. 

Mr. Eccles stated “It is, therefore, imperative, 
that the process of further monetizing of the public 
debt through the banking system be ended so that 
the rate of return on investment would be stabilized 
and would reflect the supply of savings and invest- 
ment funds in relation to the demand instead of re- 
flecting an increasing amount of bank credit.” 

It is possible that coming months may bring about 
a gradual change in policy, but in the main the out- 
look continues to favor sustained high prices with 
fluctuations for the most part confined within a rela- 
tively narrow range. 


UNITED CORP. $3 PREFERENCE STOCK: This prefer- 
ence stock was last recommended by us in our issue 
of July 22, 1944, when it was selling at $37 per 
share. The last dividend payment was $1.75 on Feb- 
ruary 14, 1945 and arrears on January 2nd amounted 
to $8.00 per share. The stock is callable at $55. It 
recently sold up to 5034 and retention of same at 
current market price of 49 is counselled. Company 
just declared $2.00 on account of arrears to stock- 
holders of record Feb. 2, payable Feb. 14, 1946. 
Arrears will then amount to $6.00 per share. 


HUDSON COAL Ist SINKING FUND “A” BONDS OF 
1962: In our issue of September 2nd, 1944, we recom- 
mended retention of this 





the corollary reduction in 
vields to historically low 
levels, must certainly a 
suggest to everyone that 
the top of the rise must 
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bond which was then 
selling at 68 and stated 
that it was a situation 
requiring watching. This 
issue has now moved up 





be close at hand. Specu- 
lative, as well as invest- 
ment, demand, has been a 
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ance. Also significant 
were the remarks di- 
rected against the Gov- 
ernment’s financing poli- 
cies by Marriner S. Ec- 
cles, chairman of the 
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were only earned .55 and 
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points lower. While this issue is also speculative 
it carries a little higher quality rating and 
interest charges were covered 1.60 times in 1944 
and 1.71 times in 1943. In the first eleven 
months of 1945, charges were covered 1.40 
times. Hudson & Manhattan has paid its interest 
charges on its refunding bond continuously since 
issuance and in 1945, paid 414% on its adjustment 
income 5s of 1937 which are junior to the first re- 
funding 5s. Incidentally, in the past nine years, 
Hudson & Manhattan R.R. Co.’s funded debt in the 
hands of the public has been reduced by $15,000,000 
exclusive of interest arrearages. 


UTAH POWER & LIGHT CO.: This company’s reor- 
ganization plan approved by the Securities and Ex- 
change Commission was ordered into effect as of 
December 31, 1944, by Federal District Judge Till- 
man D. Johnson, The company is now preparing to 
issue 4% shares of new common stock for each 
share of $7.00 preferred stock and 4% shares of 
common stock for each share of 6% preferred stock. 
The $30,000,000 of old common stock will be 
cancelled and there will 


record of earnings under normal conditions sufficient 
to provide ample coverage for preferred dividends. 
The issue in question, outstanding in the amount 
of 100,000 shares of $100 par, replaced the com- 
pany’s former 7% and 6% preferred stocks. In 
Cudahy’s fiscal year ended October 27, 1945, earn- 
ings available for preferred dividends were equal to 
$25.05 a share, or better than 514 times require- 
ments. In the 1944 fiscal period earnings were equal 
to $31.90 a share for the preferred. Since 1939, long 
term debt of the company has been reduced from 
$22,845,000 to $16,500,000 and the latest balance 
sheet disclosed some $32.6 million in net current 
assets, including cash of more than $11.5 million. 
The 414% preferred shares are callable at 105. 


RAILROAD DEBT... According to a recent report 
issued by Interstate Commerce Commission. bond 
refundings undertaken by railroads from June, 1944, 
through December, 1945, will result in a savings of 
$500 million over the life of the issues. The annual 
savings in interest will amount to an estimated 
$20.8 million annually. During the period men- 

tioned, a total of 46 re- 





be 1,185,241 shares of 
new common stock of 
$20 par value outstand- 


Suggestions for Current Investment Funds 


funding issues were 
authorized, and replaced 
old securities of $1,936 


ing. The president of Recent Current Call million par value with 
the company _ stated Bonds: Price Yield —— Price new securities of $1,835 
that directors would Amer. & For. Pwr. Deb. 5's, 2030 107%, 4.6% =—:106 million. During the life 
consider an initial com- Armour & Co. Deb. 4!/'s, 1975 10442 4.3 104 of these new issues 
mon dividend almost Intl. Tel. & Tel. Deb. 5’s, 1955 1054.7 105 sinking funds will 
immediately with an N. Eng. Gas & Elec. Assn. Deb. 5's, 1950 100 5.0 100! operate to appreciably 
annual rate of $1.20 Northern Pacific reduce the total out- 
contemplated. The divi- Ref. & Imp. 41's, A, 2047 106, 4.2 110 standing prior to ma- 
dend would _ require Ref. & Imp. 5's, C, 2047 107%, 4.6 105* turity. New issues have 
$1,476,000, leaving a Southern Pacific Deb. 4's, 1981 107!/, 4.2 110 an average life of 33 
substantial earned sur- eT ee years, while the retired 
plus. The $7 preferred Associated Dry Goods $7 2nd Pfd. 133 5.2 N.C. issues had an average 


stock advanced about 
14 points on the an- 
nouncement of the news 
and we recommend ex- 
changing the preferred 
issue for the new com- 
mon stock. - 
INTERNATIONAL 
PAPER CO.: This com- 
pany will call for redemp- 


Columbia Gas & Elec. $6 Pfd. 
Curtis Publishing $4 Prior Pfd. 
Sharon Steel $5 Pfd. 
Stokely-Van Camp $1 Prior Pfd. 


*—Not prior to July |, 1952. 
N.C.—Not Callable. 





Baldwin Locomotive $2.10 Pfd.... 
Barker Bros. 4'/2% ($50 Par) Pfd. 55 4.1 55 


life to maturity of 42 


41 5.0 * 40 5 
years. During the re- 


109% 5.4 110 cent war years the rail- 
73, «5.4 15 road industry has made 
102 49 105 many important strides 
21% 46 21 in correcting the top- 


heavy debt structure 
which in the past led to 
serious financial difficul- 
ties in times of reduced 








tion on Mar. 1, 1946, a 

total of $9,350,500 principal amount of its outstand- 
ing refunding mortgage 6% bonds, representing the 
bulk of the issue now outstanding. The bonds are 
being paid off by the company’s own resources with- 
out additional borrowing. The bonds redeemed will 
be applied toward current and future sinking fund 
obligations, thus eliminating the need for any fur- 
ther payment into the sinking fund for several years 
to come. The mortgage is not being discharged at 
the present time, as $200,000 bonds will remain out- 
standing. 

BURLINGTON MILLS CORP.:’ This company’s stock- 
holders have voted to authorize 50,000 additional 
shares of cumulative preferred stock, $100 par value, 
and 150,000 shares of $100 par second preferred 
stock. The second preferred stock will be convertible. 


CUDAHY PACKING 414% preferred . . . Currently 
quoted at approximately 100, this issue offers an 
attractive investment opportunity. Company is one 
of the foremost meat packing organizations, with a 
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traffic volumes. The full 
significance of the many changes in the direction of 
greater strength may not become fully apparent 
until after the anticipated business boom has run 
its course. 
LOW YIELDS ... On a number of previous occa- 
sions these columns have sounded a warning against 
the risks inherent in the policy of trying to obtain 
a high income yield, at a time when yields on high 
grade bonds are historically low. Yields on other 
classes of bonds and preferred stocks are propor- 
tionately low. Many corporations have taken ad- 
vantage of low interest rates to refund outstand- 
ing issues with other issues bearing a lower coupon 
or dividend rate. This is good business and results 
in a worthwhile savings in fixed charges and pre- 
ferred dividends. It is recognized that this has con- 
fronted investors with the problem of maintaining 
income, and leads to the practice of downgrading, 
i.e., replacing good issues with other issues of in- 
ferior quality to equalize income. It is one which is 
fraught with considerable risk if carried too far. 
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EDITORIAL 


A NEW AGE 


S A RESULT OF THE WAR many changes 

are due to take place in our national economy, 
and these changes will create many new and inter- 
esting jobs—and well paid ones. 

This will be a golden opportunity for the mil- 
lions of young men released from our armed forces. 
And to assist these servicemen to fit themselves for 
these jobs, the Government will pay for their edu- 
cation, or special training. It, therefore, behooves 
all of our younger veterans to explore thoroughly 
the possibilities of this generous offer and to deter- 
mine how it may be accepted to augment their own 
qualifications. 

One of the most promising fields is that of for- 
eign commerce. In the coming months the United 
States will undoubtedly have to send many of its 
young men abroad, not only for the purpose of 
developing our export trade, but to promote a 
program of education and training among the 


532 





nationals of other countries. This program will be 
designed frankly to raise the standard of living of 
these people. 

Faced with a great era of industrial mechani- 
zation and unprecedented production, the open- 
ing up of new channels of distribution will be- 
come one of the most important functions of the 
time. By raising the standard of living of millions 
of people everywhere, even a notch or two, would 
have the effect of creating enormous new markets 
for American products and commodities. 

Behind the scenes of the present turmoil of 
strikes and complaining, there is much construc- 
tive planning being done. The blueprints of the 
future are being drafted. 

Surely the time is ripe for servicemen — or any 
young man with foresight and ambition — to ad- 
dress himself to the opportunities which are in 
the making, and prepare himself to grasp them. 


THE MAGAZINE OF WALL STREET 











T has 
men 
more n 


ithe me 


It is 









insurin 


discuss 
of the 
import 


True 
and eq 


For anol 


Nevert 
fically 
insural 
a fire | 

Let | 
of a bu 
at the 
Merch: 
produc 
ment ¢ 
the m 
manag 
which 
such a 
and ot! 
of suc 
well as 
have | 
directi: 
the inc 
as asseé 
for wk 
early ¢ 
the bu 

In ¢ 
might 
ability 
ship v 
it is t 












—- 


(INSURANCE 


Building Your Future Income 


INSURANCE 





















































Why 
Key Man 


Insurance 


By EDWIN A. MULLER 














a ' has been aptly stated that “profits are made by 
men not by the machines.” Notwithstanding this 
more machines and equipment are insured than are 
the men who direct their over-all operation. 
@ It is a commonplace to discuss the necessity of 
wminsuring the physical assets of a company, whereas 
discussing the insurance of the “key men or brains” 
of the business are frequently given secondary 


i importance. 


- Business Assets 
we, 


True, physical assets such as machines, buildings 
and equipment are subjected to hazards of one kind 
or another and for which insurance can be obtained. 
‘Nevertheless, the hazard for which they are speci- 
fically insured may never happen. For example, fire 
insurance may be in effect, yet they never experience 
a fire loss. 

Let us now analyze the value of the various assets 
of a business. Capital is valuable but can be obtained 
at the going rate for money borrowed as a loan. 
he Merchandise and equipment are valuable but they 
of | produce no earnings except in terms of the manage- 
ment directing their use. Another asset and one of 
ni. [the most important are key men who direct and 
manage the business, Then again we have companies 
which might be called “personal service” companies 
€- Fsuch as Engineers, Advertising, Investment Counsel 
he [and others of a professional character. The key men 
ns }of such organizations are large money earners as 
Jd }Well as producers and yet these types of businesses 
have limited physical assets. The key men and 
directing heads are the actual assets which produce 
the income and profit to the organization. Now, men 
of |as assets can also be insured and the chief hazard 
ic- | for which they may be insured is the possibility of 
he [early death, which would entail an economic loss to 
the business. 

In defining management as a business asset you 
NY [might say that it provides the knowledge, skill, 
d- ability and experience and finally aggressive leader- 
in }ship which produces the profits. James J. Hill said 
m, [it is ten times easier to assemble a million dollars 


n- 


pts 
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of capital than to find the right man to manage the 
capital thus obtained. Likewise, Charles M. Schwab 
former president of the Bethlehem Steel Company 
said, “I have always likened industry to a three- 
legged stool. One leg represents labor—one leg rep- 
resents capital and the third represents manage- 
ment. I have also been of the opinion that the 
greatest of these is management and have based 
my belief on an experience of fifty-one years in 
industry.” 

In the management staff of any going business 
we find key men. You might properly ask “what is 
a key man?” He could be defined as the indispen- 
sable man—he could not be replaced without serious 
loss and cost to the business. He might be an out- 
standing engineer, an unusual salesman, a capable 
designer, an able financial executive—each has his 
own peculiar and definite value to the management 
as a whole. 


Value of Key Men 


As I said previously, if it is good business pro- 
cedure to insure all the physical values in various 
ways, is it not also better procedure to insure the 
human values? It might be reasoned that money 
can always be borrowed but borrowed money cannot 
indemnify the business for the lost value repre- 
sented by the ability of key men, a much easier and 
more practical way is to insure the life of the key 
man for the benefit of the company or corporation. 

Insurance companies function primarily upon the 
event of death—banks and other financial institu- 
tions function only during life. In other words, for 
an average premium of about 3% of the proposed 
insurance you can obtain the capital from a life 
insurance company payable immediately at death. 
By borrowing from a bank at the same rate you 
still would be required to pay off the principal, or 
worse, the bank might call the loan at what might 
be an inopportune time. The funds received by a 
business upon the death of a key man are received 
without any income tax liability whatsoever, except 
where a transfer for value has been previously made. 

Let us consider a situation where Life Insurance 
is a practical method of providing protection to a 
company against loss of key men. As a result of a 
recommendation from a client, I contacted a young 
man who was employed as a Vice President of a 
large concern manufacturing men’s wearing apparel. 
After several interviews I was able to convince him 
that he required more personal life insurance for 
his family and estate requirements. I also learned 
of his work with the Company and his distinct 
value to the organization. His ideas, and ability to 
create new models and designs, were of inestimable 
value to his company in its forward march as a 
progressive organization. Following several meet- 
ings with the board of this company, it was not 
difficult to convince them that they should place a 
substantial amount of Ordinary Life Insurance on 
his life. The company was (Please turn to page 550) 
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NEW HOMES 


for Veterans 


By JOSEPH E. CUMMINGS 


NE OF THE MOST vexing problems which has 

confronted returning veterans is their inability to 
obtain a place to live. States and communities have 
taken steps to relieve the situation, but at best it 
is likely to be some months before even a small 
part of the need can be met. Many veterans were 
married after they entered the service of Uncle 
Sam; children have been born and now, with fam- 
ilies of their own, these veterans want homes of 
their own. 

Late last year, Congress enacted changes in the 
loan provisions of the G. I. Bill of Rights which will 
make it much easier for veterans to buy or build a 
home. The limit on the loan guarantee provision was 
raised from $2,000 to $4,000. The Government guar- 
antee has been made automatic. If the appraised 
value as determined by an appraiser designated by 
Veterans Administration meets the sales price re- 
quirement, the lender may make the loan, requiring 
only the veteran’s discharge as a certificate of eligi- 
bility. Any veteran who does not have a discharge 
certificate, or who received a discharge other than 
honorable may apply to Veterans Administration for 
a certificate of eligibility. 

Formerly, appraisals were to be made on “reason- 
able normal value”, a condition which evoked consid- 
erable controversy. The revised bill substitutes ‘“rea- 
sonable value” as determined by a VA appraiser. 


Photo by Cushing 


Interest on loans cannot ex 
ceed 4 per cent. Home loan 
must be repaid within 25 years 
farm loans within 40 years, and 
all other loans within 10 years 
The original act provided that 
interest in excess of one per cen} 
could not be charged on second 
ary loans. This provision has 
been omitted in the revised ver: 
sion. The automatic guarante 
provision will remain effective 
for 10 years after the war. 

As the bill now stands, veterans are able to buy 
a home costing up to $20,000 with no down payment, 
if all financing were done through Federal agencies 











( 


(ox 


valso ¢ 





However, there may be a delay of about thre 


months before veterans will be able to clear loans 


under the new law. Regulations of the Veterans Ad: 


ministration will have to be revised and new rule} 


established. Until they are, the law will not become 
effective. 

Of further aid to veterans has been the estab- 
lishment of a system of priorities which will give 
them first call on houses built this year. In order to 


obtain priority on materials, builders will submit) 
plans and specifications through field offices of Fed} 


eral Housing Administration, and in order to obtain 


= 


cluding land. A veteran desiring to purchase one 0 
these homes has an exclusive priority during th¢ 
course of construction and for 30 davs followin 
completion. If a sale is not made to a veteran durin 


this period, the house may then be sold to any purt 
chaser. Top rental which can be charged for one off 


these homes is $80 a month. 
It has been estimated that less than a half million 
of the priority dwellings will be constructed during 


1946, unless materials and equipment are in much} 


greater supply than now seems likely. Such a figure 


would satisfy only a small part of veterans’ needa 


so that it hardly seems necessary to add that if you 
are a veteran and are planning to buy a new home 
vou should get busy. Visit your local bank or build 
ing and loan association or make your wants known 
to a builder or real estate agent. They will be glad to 
explain the new bill thoroughly and facilitate the 
financial arrangements. 

A ord of caution at this time would seem appro- 
priate. Impelled by the urgency of your need to 
find a place to live, it will be easy for you to over- 
look a lot of faults in your prospective home. Things 
which you had hoped to have may not be there, and 
many builders will be unable to resist the tempta- 
tion to take short cuts in the interest of expediency 
and profit. One has to live in a house before its defi- 
ciencies become apparent. You will be able to save 
yourself a lot of headaches, particularly if this is 
your first experience in owning a home, if you take 
a experienced person along with you when you in- 
spect the home you intend to purchase. 


Millions of small, well built homes, 
moderately priced are sorely needed. 
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Promoting 


GOODWILL 


By WILLIAM A. HOWELL 


(CYNE OF THE MOST valuable assets of a small 
: business is the good will of its customers. It is 
also one of the easiest assets to acquire and build 
jup into an important source of business and profits. 





an? Yet it is also one of the most neglected phases of a 


|} small business. 


» Just why that should be, must remain something 
'of a mystery for the creation of customer good will 


requires little more than common sense and thought 


‘on the part of the proprietor. Some of the simplest 


efforts will produce most effective results. 


Politeness and courtesy in dealing with your cus- 


if, tomers is such an obvious approach to their good 
. will that it should not even be necessary to mention 


in) them here. But from some of the experiences of the 
in} writer, the idea of courtesy seems to have never 











occurred to some merchants. How simple it is to say, 
“Good morning” or “Thank you.” Make a point of 
learning and remembering your customers’ names. 
Address them by their name when they come up to 


. your counter. This is a legitimate form of flattery 
' which appeals to everybody, and the average person 


prefers to take his custom where he feels that he is 
known and will be dealt with accordingly. You will 
also find it very helpful if you commit addresses to 
memory. This will suggest to your customer that 
you have a genuine interest in serving him. 


Customer Good Will 


A gift shop proprietor, known to the writer, pro- 
vided a service to his customers which repaid him 
many times for his effort. He offered to keep a 
record of the birthdays, anniversaries, etc., and then 
remind the customer of them as they approached. 
Sometimes, he sold only an inexpensive card, but 
many customers felt they were obligated for the 


-f service and purchased several gift items in the 


course of a year. A butcher which I knew used to 
keep a file of all his customers and he was able to 


-} tell at a glance the last time they made a purchase. 


If a week or ten days passed without the customer 


-| putting in an appearance, he would telephone and 


make polite inquiries, offering to take an order over 
the phone or otherwise ingratiating himself. The 
possibilities for developing little, but very worth- 
while, services of this sort are infinite. 

As has been mentioned several times in these 
articles, the greatest number of business casualties 
occur in the first year of a small business. There are 
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Photo by Ewing Galloway 
The small business man has many opportunities 


to profitably promote customers’ good will. 


a number of reasons for this, but certainly there 
can be no excuse for a proprietor who jeopardizes 
ce of success by neglecting customer good 
will. 

In any business you will be confronted constantly 
with the pressure of competition, and one of the 
most effective ways of meeting it successfully and 
with profit to yourself is to indicate to your cus- 
tomers how much you appreciate their business. Do 
not give customers the impression that you are 
merely in business as a favor to them. If you do 
you will soon be deprived of that privilege. 

Keep your place of business neat and tidy; and 
the same goes for yourself. Look and act business- 
like. Put yourself in the customer’s place and deter- 
mine if you are the sort of merchant that you would 
like to do business with. Anything which you can 
do to make the day’s shopping and other errands 
a pleasant interlude for your customers will be sure- 
fire builders of good will. 

Like everything else, however, it is possible to 
overdo the business of building good will. Anxious 
to please his customers, many businessmen have 
made the mistake of of granting too generous credit, 
only to find that some of his customers have taken 
advantage of his liberality, over-extended them- 
selves and taken their trade somewhere else, where 
they are probably paying cash. The decision as to 
whether to extend credit, and how much, is not an 
easy one to make. The ideal business, of course, is 
one which is conducted on a strictly cash basis. But 
under certain circumstances, it is almost impossible 
to avoid granting credit to customers, as a conveni- 
ence and accommodation. Your own judgment in the 
matter will have to guide you, but base it on prac- 
tical considerations, and not the yardstick of being 
a “good fellow.” 
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FOR PROFIT AND INCOME 


Refundings 


On an average, the holder of 
corporate bonds or preferred 
stocks will face less threat of 
having the rate of return cut 
this year by refundings than has 
been the case heretofore. The 
chief reason for this is that a 
greatly reduced proportion of is- 
sues remain on an interest-rate 
or dividend-rate high enough to 
make large savings possible, and 
refinancing costs can no longer be 
charged largely to the excess 
profits tax. This is not to say that 
the great wave of refundings is 
over. It will continue on a “mop- 
ping up” basis, involving a much 
smaller aggregate value of securi- 
ties than was the case last year. 
If the market holds up, however, 
there will be a considerable in- 
crease in new capital stock fi- 
nancing, together with even 
greater emphasis on financing via 
convertible preferred stocks. 


Getting Harder 


The more one sticks to gener- 
alities about potential aggregate 
corporate earnings, yield factors, 
etc., the easier it is to make out 
a rational case for higher ulti- 
mate stock prices, as measured 
by the “averages.” But when one 
turns to the specific problem of 
finding stocks that appear indi- 
vidually attractive at present 
prices, it is a different story. 
That is hard. It is so hard that 
it sometimes makes one a bit un- 
easy. There is something the 
matter with a market in which 
there are so few stocks left about 
which a conscientious analyst can 
feel aggressively bullish. 


A Case In Point 


We have been partial to mer- 
chandising stocks for reasons 
which by now have become quite 
obvious. All of those specifically 
favored in this column have had 

















DECLINE IN EARNINGS SHOWN IN RECENT REPORTS 

Latest Year 

Period Ago 
Carrier Corp. Year Oct. 31 $ 54 $2.73 
Emerson Electric Mfg.................. Year Sept. 30 2.61 6.39 
JEST. | aA Se ee ee Year Dec. 31 1.54 2.30 
Gar Wood Industries Year Oct, 31 55 1.00 
International Shoe Year Nov. 30 1.66 1.78 
OTS LES UCT ee cee Year Nov. 30 3.48 3.86 
Nash-Kelvinator 0.....cccccoscooo Year Sept. 30 58 6 
Banerior Ofl of Cal... Nov. 30 quar. 1.41 3.41 
West Va. Coal & Coke... Year Dec. 31 1.95 2.62 
Zenith Radio ........... 6 mos. Oct. 31 19 2.92 
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a large percentage rise in recent 
months. In ratio to probable 1946 
earnings, the prices still appear 
rational rather than extreme. 
Even so, we find ourselves more 
inclined to recommend retention 
(for moderate additional profit) 
of these stocks by those who 
bought them at lower levels than 
to urge new buying in any ag- 
gressive way. There are a number 
of reasons for this. The most 
important are: (1) Even if the 
stocks go as high as we think 
they might, the percentage from 
here would be much less than the 
gain already scored; and (2) it is 
possible that maximum earnings 
of the “catching-up” boom period 
may be seen this year, allowing 
for increased competition and 
some shaving of margins there- 
after. Under the circumstances, 
the biggest imponderable is what 
capitalization the market may 
put on these earnings. True, in 
1936-1937 we saw many retail 
stocks sell as high as 15 times 
earnings. If it can be assumed 
that ratio will be equalled, the 
stocks are still cheap. But can it 
be assumed? When earnings are 
spectacularly better than past 
average experience, the market 
usually puts a fairly low capitali- 
zation on them. (For instance, at 
the 1936-1937 peak levels, Chrys- 
ler sold at less than 10 times 
earnings.) Retail stocks today 
are about 8 times 1946 earnings 
on an average—some more, some 
less. It might be that, say, 10 
times will prove enough. If so, 
some still have a_ respectable 
distance to go, but nowhere near 
as much, percentage-wise, as they 
have already gone. 
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| The Others? 


We have discussed our reduced 
enthusiasm for retail stocks not 
only because it appears warranted 
in itself, but to illustrate a more 
general point. In few lines of 
business is the outlook more 
clear-cut, or subject to fewer in- 
terim or long term uncertainties, 
than in merchandising. Yet these 


_stocks, at the least, seem to need 


a resting spell. What is to be said 
of other groups recently in 
market favor? The air lines? 
Liquors? Steels? Textiles? About 
none of them can we feel enthu- 
siastic at present prices. About 
none of them can we feel on as 
solid ground as in the case of the 
retail issues — and we have al- 
ready noted that, when it comes 
to new buying, that ground is 
not nearly as solid, for profit 
purposes, as it was a few months, 
or even a few weeks, ago. 


Cash Market 


Margin restrictions have more 
effect on the volume of transac- 
tions than on the trend of prices. 
If other things were the same, 
there would be less activity in a 
cash-basis market than in a 
market where purchases could be 
made on 75% margin, as hereto- 
fore. But other things are rarely 
the same. Last year’s boost from 
50% to 75% in margins did not 
visibly reduce average volume 
because the effect was more than 
offset by the vast and growing 
supply of money and the mount- 
ing bullish sentiment. Money sup- 
ply will continue bullish. The 
other conditioning factors, affect- 
ing both volume and trend, are 
more uncertain. For the present 
the market is feeling less enthu- 
siastic about the interim outlook 
for production and profits. If that 
mood continues, in combination 
with the prohibition of margin 
purchases, volume will shrink. 


“Black Market” 


There has been a considerable 
“plack market” in margin-financ- 
ing of stock purchases. In some 
sections banks have been adver- 
tising loans for stock buyers, and 
for considerably more than 25% 
of the market value of collateral. 
The Reserve Board now seeks to 
close this loophole, but it is easier 
said than done. The banker’s 
primary concern is the soundness 
of the loan. Having assured him- 
self on that point and having 
been told the purpose of the loan, 
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is he thereafter to police the bor- 
rower’s actions? What is to pre- 
vent a man getting a “business 
loan,” if his credit is good, and 
then using the money, or some 
of it, to buy stocks? One way or 
another, an appreciable percen- 
tage of daily stock market acti- 
vity has heretofore been margin- 
financed. Some of it might con- 
tinue. 


Rail Equipments 


Most rail equipment stocks held 
up well during the recent period 
of market unsettlement. Such 
action usually suggests a better- 
than-average rise during the next 
phase of general advance. (This 
column is assuming there will be 
a next phase, when the strike 
situation takes a turn for the 
better.) The rail equipment com- 
panies have a big volume of busi- 
ness in hand, and more to come. 
They probably face at least two 
years of high earnings. However, 
it is normally a feast-or-famine 
industry; and, for that reason, 
boom earnings logically ought to 
command rather low market valu- 
ations. Yet it does not always 
work out that way. In 1936-1937, 
quite a few of these stocks sold 
considerably higher than now, on 
earnings per share considerably 
lower than are likely to be seen 
this year and next. Most of the 
stocks, especially the lower-priced 
ones, are far over on the specula- 
tive side. Three of the best, with 
superior dividend records, are 
Westinghouse Air Brake, Ameri- 
can Steel Foundries and General 
American Transportation. The 
last-named derives more earnings 
— and considerable stability — 
from operation of a large owned 
fleet of tank cars than from 
manufacture. For appreciation, 


plus a reasonably secure $2 divi- 
dend, American Steel Foundries, 
around 43, would get our specu- 
lative nod. 


Rail Dividends 

Norfolk & Western surprised 
most observers with its recent $3 
extra dividend, assuring total 
payments of at least $13 this 
year. It had been taken for 
granted that this strongest of 
roads would get back to its for- 
mer basis of $10 regular plus $5 
extra before the year was out, 
since war earnings, due to the 
excess profits tax, were below 
normal. But it was thought this 
probably would await settlement 
of pending wage demands, plus 
some indication of ICC intentions 
as to higher freight rates. A fair 
number of other roads are likely 
to raise dividends later in the 
year. Unlike Norfolk & Western, 
they can not brush off the matter 
of wages—if for no other reason 
than that to raise dividends now 
might seem to weaken their bar- 
gaining position as to what wage 
increase they can afford. Norfolk 
& Western is so rich that “ma- 
neuvering” of this kind would 
have no point. For that matter, 
postponement of dividend in- 
creases by others able to vote 
them is unlikely to kid the 
unions, either. But postponement 
it will be. 


Acting Well 


Among a number of stocks 
“acting good” in a not too good 
market are Industrial Rayon, 
Loose Wiles, Life Savers, U. S. 
Pipe & Foundry, U. S. Playing 
Card, Inland Steel, Pennsylvania 
Railroad, McCrory Stores, Bea- 
trice Creamery and Firestone 
Tire. 








INCREASE IN EARNINGS SHOWN IN RECENT REPORTS 








Latest Year 

Period Ago 
American Distilling .............--. Year Sept. 30 $3.47 $3.10 
Belding-Corticelli, Ltd. 0000000... Year Nov. 30 9.45 8.76 
Burry Biscuit Year Oct. 31 55 ai 
Emerson Radio & Phono. Year Oct. 31 2.01 1.82 
General Shoe 00.0000 Year Oct. 31 1.71 1.54 
Lane Bryant ............. Seaceh 6 mos. Nov, 30 2.99 1.83 
Bukens Stee? 2... Year Oct. 6 8.65 1.18 
Reynolds Tobacco ............... is ww Year Dee. 31 1.84 1.71 
Walker (Hiram) G. & Wort... Nov. 30 quar, 4.71 2.50 
Warner Bros. Pictures... ccc. Year Aug. 31 2.67 1.87 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 
lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities; one request per month. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


$5. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Novice Seeks Hot Tip 

I am a mechanic who earned high wages 
including overtime pay during the war years 
and have a fairly substantial sum saved up, 
which is now invested in War Bonds and 
deposited in a Savings Bank. Friends have 
told me about the big profits to be made in 
the stock market, particularly in low priced 
stocks. 

I am thinking of taking my money out of 
these conservative investments and speculat- 
ing with it in the market and thus profit by 
the rising trend. What low priced stocks 
would you suggest my purchasing? Don’t 
bother with analysis, just give the names of 
stocks that are hot and offer good profit 


prospects. 
G. K., Wilmington, Del. 


There is a tendency that has 
grown in recent months of peo- 
ple with small means entering the 
stock market, purchasing on tips, 
rumor, hunch, or impulse and not 
on knowledge of the stock being 
bought. 

Blind buying in some cases has 
pushed stocks to prices not justi- 
fied by earnings prospects. 

While profits may be made on 
a rising market, the difficult thing 
is to gauge the selling point so 
that paper profits can be cashed 
in time and retained. 

Many novice traders start with 
a modest sum and encouraged by 
an advancing market, buy more 
stocks and keep adding to their 
holdings at rising prices, until 
they are fully invested at the top 
of the market. Then when the de- 
cline comes, and it often comes 
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suddenly, they are in a vulnerable 
position and usually lose not only 
their paper profits but a good part 
of their original capital. 

While low priced speculative is- 
sues have been the best profit 
makers in this long bull market, it 
would appear prudent at this stage 
to confine investments to sound, 
better grade equities, with con- 
tinued growth prospects and divi- 
dend yields. 

We refer you to the January 5 
issue of our magazine, wherein, 
we presented an article on “Spe- 
cial Reappraisal Survey of Low 
Priced Stocks” this includes sta- 
tistical data and comment on many 
low priced issues. 

It is best to investigate before 
investing. Seek values, if you can- 
not judge security values, then 
seek competent honest counsel. 

In any event keep some re- 
serves in cash in your Savings 
Bank and also hold your war bonds 
as they are the safest invest- 
ments in the world. 


St. Regis Paper 
Please give me a report on St. Regis Pa- 


per Co. 
B. G., Yonkers, N.Y. 


St. Regis Paper Co. manufac- 
tures printing paper, kraft pulp, 
multiwall bags, and paper bag fill- 
ing machines, and laminated plas- 
tics, through its Panelyte divi- 


sion. 

Capitalization consists of funded 
debt $9,708,000. $2.50 cumulative 
prior preferred ($50 per) author- 
ized 200,000 shares, outstanding 
145,602, 5% cum. 2nd Pfd. ($100 
per) authorized 43,033, outstand- 
ing 923 shares, common ($5 per) 
authorized 7,495,714 shares, out- 
standing 4,120,714. 

Balance sheet as of December 
31, 1944 showed total current as- 
sets of $22,714,709. Total current 
liabilities of $4,190,789 leaving net 
working capital of $18,523,920. 
Net sales, royalties and rentals 
for 1944 amounted to $48,388,277, 
compared with $25,527,874: in 
1943, and net income amounted to 
$1,853,514 equivalent to 37 cents 
a share, compared with 38c in 
1943. Consolidated net income for 
six months ended June 30, 1945: 
$1,452,758 or 31 cents a common 
share. 

Company’s plans for expansion 
and modernization contemplate 
the expenditure o fsome$15,000,- 
000 over a three-year period. 

On November 26, St. Regis an- 
nounced acquisition of a control- 
ling interest in Watab Paper Co. 
It is understood that this repre- 
sents about 75% of the stock of 
Watab Paper Co., for which ap- 
proximately $2,000,000 was paid. 
According to recent press reports 
St. Regis has entered into a con- 
tract with Time, Inc., for a period 
of years to operate and manage 
Maine Seaboard Paper Co., which 
the publishing concern acquired 
on Nov. 3. 

On Oct. 30, president of St. 
Regis stated that net profit for 
1945 should approximate $2,500,- 
000, or about 60 cents a share on 
common stock. 

Company is expanding annual 
productive capacity of its Panel- 
yte division from 10,000,000 to 
24,000,000 pounds. 

This common stock is specula- 
tive and early resumption of divi- 
dends is not likely. The large 
share capitalization restricts ap- 
preciation possibilties. 

(Please turn to page 554) 
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keeping Abreast of Industrial 
~ and Company News ~ 


According to Benjamin S. a president of Gruen Watch Co., Cincinnati, 
the watch industry should produce 10 million units during 1946, with sales of $400 
million. In 1947 volume will remain about the same but more lower priced items 

will expand the number of units. 

With the machines, the plant ait the vigor to ‘meet the demands of the greatest 
buying power in history, D. W. Fraser, chairman of the American Locomotive Co. says 
that American business management was never more confident of its ability to make 
free enterprise reassert its superiority over any other economic system — given 
favorable circumstances for doing business. 

Mounting costs of construction for new homes, plus shortages of manpower 
and materials, predicts Harold W. Sweatt, president of Minneapolis—Honeywell 
Regulator Co., now shave 1946 estimates of the number to be built down to 300,000 
compared with former optimistic guesses as high as 1 million. 


During the first nine months of the current year demand for candy and nuts 
probably will outstrip production by over 700 million pounds, because of shortage in 
basic supplies, in view of Philip P. Gott, president of the National Confectioners 
Association. 


Arthur E. Pew, Jr., president of the Sun Oil Co. and Eugene J. Houdry, 
president of the e Houdry Process Corporation announce joint plans to achieve quantity 
production of Carbon 13, newest medical miracle which will rank in importance with 
the X-ray in fighting cancer. 

Sizeable warplants built by the Government continue to find private buyers, 
latest being a tire factory at Topeka, Kansas, which has been acquired by Goodyear 
Tire & Rubber Co., for a reported $5.6 million. 1600 workers will find employment 


here. 






































Technological improvements will speed up and lower costs of highway con— 
struction when vast public programs soon get under way. Chain Belt Co., of 
Milwaukee, for example, has developed a monster tractor that will lay 5000 tons of 
concrete every 24 hours. 

In the current wave of strikes, it is heartening to note resumption of work 
by 15,000 employees in seven plants of Pittsburgh Plate Glass Co. and Libby—Owens— 
Ford Glass Co. After three months of idleness, hourly wages were raised by 10.7% 
compared with original demands for a 25% boost. 

While large scale production of atabrine to fight malaria completely offset 
the acute shortage of quinine, now appears still another newcomer to claim 
superiority, Metachloridine by name and a product of American Cyanimid Co. research. 


Order backlogs of Railroad Equipment Manufacturers are being substantially 
swelled by purchases of 36,750 freight cars for the French Government, reported 
as ready to spend up to $100 million for new rolling stock in this country. 


American Car and Foundry Co. announces that its share of French orders 














amounts to 8750 box cars and 4000 gondolas. Trade circles report that orders for 
4000 box cars will go to Pressed Steel Car Co., 3500 to General American Transporta— 
tion Co. 
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The same sources predict that 10,000 of the box cars for France will be built 
by Pullman Standard Car Manufacturing Co., which recently announced that in 1946 
it expects to produce more railroad equipment than at any time for the past fifteen 
years, and is geared to turn out a freight car every three and a half minutes. 


Powell Crosley Jr. is confident that his forthcoming midget automobile 
will attract a swarm of buyers because of its streamlined aluminum body and. 
remarkable little engine. Although weighing only 59 pounds, the engine will go 
50 miles on a gallon of gasoline and produce a speed up to 60 miles per hour. 











Despite some pessimistic forecasts, sales of machine tools showed an uptrend 
in the last quarter of 1945, with November volume of the industry reaching $33 
million compared with $26 million for October, and partial reports for December 
show further improvement. ; 


As an airplane salesman the Government has done pretty well for itself. 
At the end of 1945 it had disposed of 16,837 planes for $37.6 million, according 
to a report by the War Assets Corporation. Of 59,376 war surplus planes, only about 
7 thousand now remain of a saleable type. 


In at least one southern state, North Carolina, industrial growth is 
proceeding apace. New investment of $50 million alone in 225 plants was spent or 
earmarked during 1945 and similar funds for normal expansion reached $34.5 million. 


The Refrigeration Corporation of America, makers of "Frigid Freeze" 
equipment for homes and farms, has been acquired by Noma Electric Corporation as a 
second step in its program for diversification. Recently the buyer purchased the 
business ofa gas and electric range manufacturer. 


If labor difficulties become settled, the metal-working industry, which ‘ 
produces everything from structural forms to safety pins, hopes to produce $29 
billion of products in 1946, or about 50% more than the $19 billion volume of 1939. 





























| To reach this goal would entail employment of 3.6 million workers against 2.6 7 
| million in 1939. pi 
Directors of Fansteel Metallurgical Corporation have set January 31 as the ris 





date for stockholder approval of a 2 for 1 split—up in the common shares. 


By an overwhelming vote to exchange outstanding 6% preferred stock for a new 
issue of 4-1/2% prior preferred, American Crystal Sugar Co. stands to save $500,000 


per year in dividend requirement. di 
A survey conducted by Sylvania Electric Products, Inc., reveals a potential : 





market for fluorescent lighting in 4,263,000 commercial establishments not yet 
converted from obsolete lighting, although mostly favoring a change-over. 


National Carbon Co., Inc., a subsidiary of Union Carbide & Carbon Corpora— 
tion, has purchased from the Government an Army Signal Corps battery plant at 
Charlotte, N. ©. Eveready Mini-Mix batteries will constitute the main output. 


A $2 million new plant on tidewater near Tarpon Springs, Florida, is planned y' 
by Victor Chemical Corporation for the production of electric elemental phosphorous. T 


By calling for redemption on March 1 of $9,350,000 6%. bonds, International 














Ww 

Paper Co. has reduced its outstanding bonds to a nominal amount of $200,000, and for n 
several years to come need make no payments into sinking funds. m 
American Safety Razor Co. has numerous new products for immediate or : 
eventual diversification of its output. Reversible Gem blades and a nylon—lucite h 
shaving brush are ready and later on will appear a new-—type cigarette lighter and a dl 
photographic film magazine to which a lense can be directly attached. k s! 
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SUMMARY 
MONEY AND CREDIT — President 


Truman estimates Federal deficit for 
1947 fiscal year at less than $4 billion; 
but still thinks that wages can be raised 
without boosting prices. 


TRADE — Department store sales in 
week ended Jan. 12 rose to 13% above 
last year, against four-weeks’ gain of 
12%. Apparently it is not necessary to 
work in order to have spending money. 


INDUSTRY — Business Activity just 
prior to the steel and meat packing 
strikes was only 5%, lower than a year 
ago; but will slump sharply over the 
next few weeks if the walkouts are pro- 
longed. 


COMMODITIES — With inflationary 
forces rampant, commodity prices rise 
to new 25-year peaks, with most grains 
all but unobtainable at ceiling prices. 
Strikes, wage increases, Federal deficits 
and inelastic ceilings are threatening to 
produce serious industrial repercussions. 


The Business. Analyst 


Owing mainly to the epidemic of strikes, Busi- 
ness Activity during the past fortnight has 
picked up at a considerably slower than normal 
seasonal rate; so that the decline below last year 
has widened to 5%. 


* * 


Because a few small independents signed up 
with the Union, Steel operations have not 
dropped to zero in consequence of the industry- 
wide walkout by C. I. O. radicals; but Production 
Administrator Small predicts that a large portion 
of the nation’s other manufacturing activities will 
cease if the steel strike lasts two weeks. 


* * 


Department Store Sales in the week ended 
Jan. 12 rose to 13% above the like period last 
year, compared with a four-weeks’ gain of 12%. 
The figures seem to support the modern “liberal” 
ideology which holds that it is not necessary to 
work in order to have spending money. As one 
new convert put it: “Why not have the Govern- 
ment give everyone $50 a week; then no one 
would have to work.” When asked how he could 
spend the money if there were nothing to buy, 
he answered rather sheepishly that he hadn't 
thought of that. Possibly it might occur to this 
simpleton later that he couldn't keep his money 


(Please turn to the following page) 
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Inflation Factors 














Latest Previous Pre- 
Wk. or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b Jan. 16 0.81 1.09 1.63 0.43 (Continued from page 541!) 
Cumulative from Mid-1940... Jan. 16 325.4 324.6 246.2 14.3 


anyway if there were no policemen or courts to 
restrain murder and theft. 


FEDERAL GROSS DEBT—S$b Jan. 16 278.0 278.3 231.6 55.2 * * * 


The C. |. O. ideas about how business should 
be run are not far removed from our idiot friend's 
24.3 picture of Paradise. Under policies of its ‘‘bril- 











MONEY SUPPLY—Sb 



































































































it : 37.7374 35.7 
Demand a ee bi Cities ___. i . 28.1 28.3 25.2 10.7. | liant’ leadership goods will soon become so 
Currency in Circulation. ; scarce that a 30% wage boost will be mere pin 
money compared to the skying of Black Market 
Prices. 
—13-Week Avge. * 
cae York Ciny—$b in en 7.52 7.34 668 3.92 vit 
100 Other Cities—$b...- Jan. 16 8.42 8.34 8.39 5.57 If everyone worked nine months each year and 
was out three months on strike, a general “— 
increase of 3314% would be required to give the 
INCOME PAYMENTS—$b (cd) Nov. 13.05 13.53 13.25 8.11 | same annual wees as in the “good old days” 
Salaries & Wages (cd) i Nov. 8.53 8.67 9.51 5.56 | when employees worked 12 months. But only 75% 
Interest & Dividends (cd), ee Nov. 0.54 0.87 0.51 0.55 | of the normal volume of goods would be pro- 
Farm Marketing Income (ag) _ Dee = Nov. 2.22 2.42 2.19 1.21 | duced and hence become available for distribu- 
Includ’g Govt. Payments (ag). Nov. 2.26 2.53 2.26 1.28 | tion. Thus the 3314% wage increase would be 
frittered away in producing a 3314% increase in 
- prices in consequence of competition among con- 
CIVILIAN EMPLOYMENT (cb)m Dec. 51.8 51.7 52.2 52.6 sumers for goods and services of which not enough 
Agricultural Employment (cb). Nov. 8.4 8.8 8.7 8.9 | would be produced to go around. 
Employees, Manufacturing (Ib) __ Nov. 12.0 12.0 15.6 13.6 a 
Employees, Government (Ib) : Nov. 6.7 5.7 5.9 4.5 
t! UNEMPLOYMENT (cb) m Dec. 2.0 7 0.6 3.4 Under an individualistic and competitive system 
| of free enterprise, people strive as individuals to 
| d th ise thei living stand- 
FACTORY EMPLOYMENT (Ib4) Nov. 122,121 ee 
Durable Goods Nov. 138 137 219 175 teil Me opines. deg wage 
Non-Durable Goods .. ees Ney. 110 109 19 123 services. As a result of this individual effort 
} FACTORY PAYROLLS (Ib4) Nov. 213 213 332 198 everyone's standard of living is raised. Under 
labor union philosophies every member receives 
FACTORY HOURS & WAGES (ib) equal pay regardless of productivity. In conse- 
Weekly Hours Oct. 41.6 41.4 45.5 40.3 quence, the goal becomes less work for more pay. 
se 3ee —- pean Oct. 98.5 98.7 ‘103.1 78.1 wale 
eekly Wage eee steceneea eto 2 Oct. 41.02 40.84 46.94 31.79 
Russia, under State Socialism, has abandoned 
PRICES—Wholesale (Ib2) oa 106.7 106.8 104.7 92.2 the equal nonsense and adopted the successful 
Retail (cdib) Nay: 142.2 141.8 139.0 116.1 | capitalistic plan of incentive pay. This is all so 
elementary that the C. |. O. and its political 
stooges must know it and have some other motive 
COST OF LIVING (1b3) Nov. 129.2 128.9 126.6 110.2 | behind their strategy. Most of the political sup- 
Clethin Nov. 140.1 139.3 136.5 113.1 porters of our various pressure groups are merely 
Rent . <i cone ye a pe looking for votes. But the pressure groups them- 





selves are well aware of the fact that in forcing 








: eer ; 
RETAIL TRADE $b increases in their own incomes they are actually 


raising the living standards of members of their 








Retail Store Sales (cd)... — 6.94 6.24 4.72 
Durable Goods... tit “he ped — 0.88 1.14 | group; but only because the incomes of non- 
Non-Durable Goods Nov. 5.93 5.86 5.36 3.58 | members will not rise so fast. They succeed, though 
“ab Sore Slr (ot Mo. (rb2) Nov. 0.75 0.68 0.67 0.40 | in minority, because the great majority of con- 
m ‘ Nov. 2.63 2.43 2.44 5.46 | sumers is not organized to bring pressure upon its 
political representatives. 
MANUFACTURERS’ 
New Orders ee hiittaad. Nov. 188 179 223 181 — 
Durable Goods eg ee Nov. 179 165 232 221 
Be a ree es ell 193 188 218 157 Among present day schemes to rob Peter to pay 





Non-Durable Goods .. 


Shipments (cd2)—Total . Nov. 204 205 273 183 Paul the present writer votes for Agriculture Sec- 
Durable Goods _... at, ey Nov. 208 206 374 220 retary Anderson's frank proposal to rob consumers 
Non-Durable Goods Nov. 202 204 203 155 directly by raising prices in order to reimburse 


food growers and processors for higher costs, in 


























BUSINESS INVENTORIES, End Mo. preference to the C. |. O.'s sly plan of forcing 
Total (cd) —$b ..... Oct. 27.6 27.1 27.9 26.7 high re NE Ee RE 
+o eet Oct. 16.6 16.4 17.1 15.2 igher wages tor its members by taking the adde 
Wholesalers’ Oct. 4.1 3.9 4.0 46 cost from the profits of efficient business concerns 
Retailers’ Oct. 6.9 6.8 6.8 7.2 | and paying Swhbsidies to inefficient, marginal 
Dept. Store Stocks (rb)—I__.. Oct. 16l 172 154 139 producers. 
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PRODUCTION AND TRANSPORTATION 
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Wk. or kor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—Ii—pc Jan. 12 149.8 149.8 158.9 141.8 
(M. W. S.)—I—np____ — Jan. 12 161.8 161.8 170.1 146.5 a 
— ne a 0 re a Ye Subsidies have to be paid out of funds raised 
Durable Goods, Mfr Nov. 198 191 34! 215 by the Government through higher taxes, bigger 
Non-Dureble Goods, Mfr..______ Nov. 160 155 173 141 bond sales to the public, or more deficit financing 
CARLOADINGS Total pag 773 652 783 833 through the banks. Either of the two former meth- 
Manufactures & Miscellaneous____ Jan. 12 358 296 380 379 ods would take from the public what the C. I. O. 
Mirlsecke Co enon — Jan. 12 116 98 100 156 members gain. Deficit financing through the banks 
Grain Jan. 12 54 44 47 43 would add temporarily a large amount to the 
ELEC. POWER Output (K.w.H.)m Jan. 12 4,170 3,865 4,614 3,267 public's purchasing power, on top of” wage in- 
—— creases won by the C. I. O., and so raise living 
SCumulative'fom Jan t_| Jan. 12, 20.186 «227-446 | <2515 correspondingly despite efforts to hold 
Stocks, End Mo Nov. 48.9 48.0 64.0 61.8 | Prices down. 
PETROLEUM—(bbIs.) m li 
Crude Output, Daily ...__-_-_-__- Jan. 12 4.6 45 4.7 4.1 
Gasoline Stocks Jan. 12 99.6 98.5 88.5 87.8 Secretary Anderson's proposals and those of the 
Fuel Oil Stocks = a a a 53.8 94.1 C. |. O. are alike in taking money from consum- 
Heating Oil Stocks an: ssi 5. 35.5 54.8 ers and handing it over to their own pet pressure 
LUMBER, Prod. (bd. ft.) m Jan. 12 405 267 503 $632 groups; but C. |. O. subterfuges must lead to 
Stocks, End Mo. (bd. ft.) b Dec. 2.9 3.2 3.3 12.6 | some form of Statism that would destroy indi- 
STEEL INGOT PROD. (st.) m Rec: 6.08 6.20 7.37 6.96 | vidual freedom and initiative, impoverish the no- 
Cumulative from Jan. 1________ ina Dec. 79.7 73.7 89.1 74.69 | tion and eventually lead to another war. Secretary 
ENGINEERING CONSTRUCTION Anderson's method will show people frankly what 
AWARDS (en) $m Jan. 17 45.4 88.0 27.7 93.5 is being done to them and so eventuate in such 
Cumulative from Jan. |__.___-_--— Jan. 17 177 132 79.4 5,692 widespread public protests that the pressure 
MISCELLANEOUS groups would sooner or later be shorn of their 
Paperboard, New Orders (st)t Jan. 12 143 176 150 165 power and forced to fall into line with the Demo- 
Hosiery Production (pairs) m................. Nov. 137 149 141 150 cratic way of life that has made America the most 
Footwear Production (pairs) m.......... Oct. 42.0 372 40.3 34.8 pete ‘ 
Cant Ann SA A eid oo. 25.4 313 20.5 171 ee and peace loving of any country in the 
Whiskey, Dom. Sales (tax gals.)m.. Nov. 6.35 6.66 6.34 TT ie 
Do., Stocks, End Mo............ Nov. 331 329 324 506 





Ag—Agriculture Dep't. b—Billions. 


cbh—Census Bureau. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. |b3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. It—Long 
mrb— Magazine of Wall Street, using Federal Reserve Board data. np—With- 
tb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 


tons. m—Millions. mpt—At Mills, Publishers and in Transit. 
out compensation for population growth. 
Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 


pe—Per capita basis. 


cd—Commerce Dep't. 


cd2—Commerce Dep't., Avge. Month. 1939—100. 
en—Engineering News-Record. |I—Seasonably adjusted Index. 
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No. of —————-| 945-46 Indexes—————_- (Nov. 14, 1936, Cl—100) Dec.29 Jan.5 Jan. 12 Jan. 19 
Issues (1925 Close—100} Dec.29 Jan.5 Jan.12 Jan.19 | 100 HIGH PRICED STOCKS__ 101.69 99.94 104.04 104.29H 
300 COMBINED AVERAGE .... 166.8 1645 173.5 —_—-175.7Z_| 100 LOW PRICED STOCKS. 206.65 20259 217.40 223.75Y 
4 Agricultural Implements .... 212.9 204.9 220.6 222.3H 6 Investment Trusts _._____. 73.6 71.3 77.4 78.6P 
Il Aircraft (1927 Cl—100).... 254.1 247.4 256.0 262.9 3 Liquor (1927 Cl—100)__ 1104.6 1093.0 1185.8Z 1141.1 
© Air Lines (1934 Cl_—1!00)__ 1209.9 1197.3 1208.6 1162.9 8 Machinery = s«d'9025 190.5 198.0 202.6H 
5 Amusement . _... 148.1 143.7 155.2 154.7 3 Mail Order .. 140.7 142.8 152.5 155.6Q 
15 Automobile Accessories ........ 292.8 290.6 310.9 311.2Z 3 Meat Packing... = tsiéid'‘z' 4G 113.0 114.6 116.6 
1! Automobiles ............ oc: “SRS 55.6 59.6Q 59.3 13 Metals, non-Ferrous ....... ai 2299.8 232.1 250.2 259.5H 
3 Baking (1926 Cl—100)__ 223 -21.5 22.5 22.5 3 Paper 348P 338 34.0 33.7 
3 Business Machines _......_._ 299.7 296.8 311.4R 309.6 23 Petroleum . 190.6 186.8 191.6 191.3 
2 Bus Lines (1926 Cl—100)_ 179.9 176.3 81.1 185.6 20 Public Utilities 132.2 131.7 142.7. 149.1P 
+ Gaston 249.5 246.2 255.4 256.1R 5 Radio (1927 Cl—I00)__ 40.0 «39.7 Ss«403~St—é«H.' 
4 Communication _..... «97.3 94.0 96.1 94.0 8 Railroad Equipment . . 98.5 97.2 102.0 105.0H 
'3 Construction 66.0 67.9 70.7 72.0H 22 Railroads . o 37.3 36.7 37.5 39.6H 
7 Gonewnem 2. SIRS 384.8 402.0 405.9Z 2 Shipbuilding... 12934 122.5 126.2 128.4 
8 Copper and Brass_____-___ 112. | 108.7 118.5 120.2F > Sot Drinks... SAG 571.9 602.1 606.0Z 
2 Dairy Products —_____— _ 63.8 64.6 69.8 71.9P 12 Steel and Iron an Oe 119.1 130.0 130.6H 
5 Department Stores —..___ a, SUS 89.7 95.7U 93.8 3 Sugar 77.3 79.4 83.0S 82.2 
5 Drugs and Toilet Articles... 195.9 195.6 202.6 207.1Z 2 Sulphur 242.6 241.7 251.0Q 250.0 
2 Finance Companies __...... 277.3 268.9 277.8 286.6 3 Textiles 125.3 128.2 139.7 140.7Z 
7 Food Brands __.............. 210.1 205.5 215.4Z 213.5 3 Tires and Rubber_._. ss 43.0 42.6 45.5 45.8R 
2? Food Siares: CS 74.5 78.6 75.7 5 Tobacco 91.8 91.2 94.1 95.2 
3 Furniture 113.3 110.0 116.0 116.7H 2 Variety Stores ss —s310.8 321.0 331.5 340.1H 
3 Gold Miami g nn cecsenssneseneeeeeneee 1177.5 1175.6 1236.1 1200.4 23 Unclassified (1944 Cl.—100) 151.6 146.5 154.6 160.0A 





Z—New all-time HIGH. 

















New HIGH since: A—1944; F—1939; H—1937; P—1931; Q—1930; R—1929; S—1928; U—1926; Y—Nov. 14, 1936. 
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Commodity prices were strong during the past fortnight, 
with cash grain and meat animals establishing new highs. 
Futures, however, have not yet recovered to last year’s peaks. 
With inflationary forces on the loose, the Labor Bureau's 
index of wholesale prices, has risen to the highest level since 
1920. Rye has established a new 25-year peak. Oats are 
about the only cash grain that can be purchased in commer- 
cial channels, with wheat and corn at ceiling prices and little 
offered. Midwestern grain buyers are unwilling to pay within 
two cents of the ceiling price for still plentiful oats; but when 
a carload of corn is tied in with a carload of oats both go at 
ceiling prices. In some parts of the country corn is moving to 
market by truck which makes it harder for O. P. A. agents to 
spot black market operations than when shipments are made 


Trend of Commodities 

















by rail. The current visible supply of wheat, estimated at only 
80 million bushels, is the lowest since 1938. Growers just |— 
won't sell at current ceiling prices. Agriculture Secretary 
Anderson has approved a million-acre increase in 1946 crop fing 
goals. The sixth new high record sales of fertilizers is pre- J anc 
dicted for this year. The meat packing strike has jumped con 
livestock prices up to ceiling prices again, and has greatly } wil! 
aggravated the previously developing feed shortage. Grains Jam 
now have to be used in feeding animals that otherwise would [diti 
have been slaughtered. Shortage of cottonseed is also re- | pri 
sponsible. Grain for whiskey-making may be curtailed. Butter | for 
is bringing $1 a pound in some of the black markets. Secre- J wh 
tary Anderson wants the retail ceiling raised. T 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES b 
Spot Market Prices — August 1939, equal 100 a 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Jan.19 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities__._ 187.4 186.8 187.1 185.7 183.7 182.9 156.9 
1! Import Commodities... 168.9 168.9 168.9 168.9 168.9 169.0 157.5 
17 Domestic Commodities. 200.4 199.5 199.8 197.4 193.6 192.5 156.6 





COMMODITY FUTURES INDEX 


oct NOV DEC JAN 
110 | 








105 re | we. 
| | 
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COMMODITIES INDEX 
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Average 1924-36 equals 100 

1945 1944 1943 1942 1941 1939 1938 1937 
High 106.41 98.13 96.57 88.88 84.60 64.67 54.95 82.44 
Low _____ 93.90 92.44 88.45 83.61 55.45 46.59 45.03 52.03 
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WHOLESALE COMMODITY PRICES 
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Aesth _t 
1945 1946 








Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 of 
Jan.19 Ago Ago Ago Ago Ago 1941 
7 Domestic Agricultural __ 234.5 231.9 232.9 229.9 226.4 223.0 163.9 the 
12 Foodstuffs. = 213.6 212.2 212.8 210.1 208.6 207.3 169.2 wh: 
16 Row Industrials 169.7 169.7 169.7 169.1 166.5 166.4 148.2 sup 
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14 Raw Materials, 1923-5 Average equals 100 - 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 on; 
1945 1944 1943 1942 1941 1939 1938 1937 Inev 
98.9 97.6 96.0 89.1 85.7 783 65.8 93.8 abo 
96.7 94.9 89.3 86.1 743 61.6 57.5 64.7 


High 
Low 








THE MAGAZINE OF WALL STREET 










at only 
ers just 
ecretary 
46 crop 
is pre- 
jumped 
greatly 
Grains 
e would 
also re- 
|. Butter 
. Secre- 


Yr. Dec.6 
go 1941 
3.0 163.9 
7.3 169.2 
6.4 148.2 








8 = 1937 
8 93.8 
5 64.7 








How Long Will 
Scarcities Last? 





(Continued from page 507) 


ingly closer relation to demand 
and when this point is reached 
competition among consumers 
will be replaced by competition 
among manufacturers. This con- 
dition automatically creates a 
price ceiling and may, in fact, 
force prices down to a _ point 
where consumers are attracted. 
Up to the present time, it has 
been all too evident that recon- 
version has suffered from the 
lack of Government planning. 
Wartime controls were either 
eliminated or appreciably loosened 
on production, distribution and 
wages, while control of prices 
has been retained by the specter 
of inflation. But the price line is 
cracking in spots (steel, shoes, 
butter, possibly meat) and some 
measure of success may attend 
the current attempts of Admini- 
stration officials to strike a satis- 
factory compromise balance be- 
tween inflation brakes and pro- 
duction incentives. OPA will 
probably be with us for some 
months to come but it will be 
forced to retreat and take up a 
position of “defense in depth.” 
Giving weight to these various 
factors and possibilities, they sup- 
port the prediction that shortages 
will prevail for at least some 
months, and the best that can 
be hoped for is that they will be 
substantially relieved by the end 
of the first half year. Even then 
there will be some vital items 
which will still be in restricted 
supply. 
Housing Needs 


The biggest and most persis- 
tent lag will probably be in 
housing. Shortages of lumber, 
brick, tile, gypsum board, cast 
iron soil pipe, bathtubs, radiators 
and lath are prevalent. Even if 
new construction reaches the level 
of 400,000 units annually by next 
June, it would still be less than 
half of the yearly demand for me- 
dium cost dwellings. 

Output of automobiles by mid- 
year should begin to live up to 
the industry’s outstanding repu- 
tation for mass production, and 
the same holds true of automo- 
bile tires, but in both instances 
long starved demand will take 
new products off the markets 
about as fast as they are made 
available. 
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Potential production of radios 
is substantially in excess of nor- 
mal peacetime sales but expected 
production at the rate of 15 
million units this year will meet 
only a fraction of demand. 
Washing machines, ironers, 
vacuum cleaners, kitchen appli- 
ances and housewares are still 
being turned out along pre-war 
lines and retailers’ orders are 
being filled on a guota basis. Elec- 
tric refrigerators, however, are 
currently being made at an an- 
nual rate which would approxi- 
mate the 1941 peak of 3,700,000 
units annually, if the electrical 
workers strike is not prolonged. 
Garment production is suffer- 
ing from OPA restrictions, inten- 
sified by a wage increase of 21 
per cent granted workers last 
December. Textile supplies are 
also inadequate and supplies of 
all clothing will remain short for 
come months. Hosiery situation 
is likewise strained. Adequate 
supplies of nylon will not be made 
available to hosiery manufac- 
turers for several months and 
manufacture of the rayon product 
has been abandoned by most pro- 
ducers. 
Furniture and Paper 


The likelihood that supplies of 
lumber available to furniture 
manufacturers will be further 
curtailed by diversion to con- 
struction industry obscures the 
outlook. It is likely to be late in 
1946 before production will ap- 
proach a volume comparable to 
current needs. 

Newsprint and other grades of 
paper will continue in short sup- 
ply for at least another six 
months. Recent termination of 
newsprint rationing has led to a 
scramble on the part of pub- 
lishers to build up inventories 
and recapture some of the lucra- 
tive advertising which hereto- 
fore they have had to forego 
because of restricted supplies of 
paper. Meanwhile, scores of new 
magazines and other publications 
are due to make an early ap- 
pearance which will inevitably 
strain productive facilities. 

All of which adds up to a 
further prolonged shortage of 
consumer goods. Without the 
continued imposition of too rigid 
price restrictions, supplies may 
be more abundant by the start 
of the last half year, but this 
only by comparison with the 
present situation and then not 
nearly sufficient to meet un- 
precedented demands. 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is number eighty-eight of a series. 


ScHENLEY Distitters Corp., New York. 


Development 


Our reader mail here at Schenley en- 
courages us to continue with a sketch 
or two on the development of the dis- 
tilled spirits industry in the early days 
of the Republic. 


We find that from 1790 to 1800, the 
annual per capita consumption of dis- 
tilled spirits was far greater than it is 
today. When 1810 rolled around, the 
popularity of rum began to wane, while 
the production and consumption of 
American whiskey increased. We learn 
too that during this period, the distilling 
industry was a great stimulus to other 
industries. The manufacture of barrels, 
bottles and earthen jugs took on a new 
importance. 


Previously, whiskey was dispensed 
directly from the barrel. While barrels 
were not then considered of great im- 
portance in the aging of whiskey, they 
were necessary for its transportation 
and storage. Our Congress and a num- 
ber of state Legislatures took steps 
to protect and develop these new indus- 
tries. For instance, a direct govern- 
mental bounty was proposed to the 
native glass industry. 


While the discussions were in prog- 
ress, a prominent bottle manufacturer 
suffered a severe loss by fire and peti- 
tioned Congress for a loan to recon- 
struct his plant. He said it would en- 
able him to resume the manufacture of 
an essential commodity. A congression- 
al committee recommended a loan “not 
exceeding $8,000.00,” stating that “an 
industry so important to the United 
States deserved help.” 


Something reminiscent in this. Eleven 
years ago, when that “ignoble experi- 
ment” which we termed “Prohibition” 
came to an end, a market for millions 
of bushels of surplus grain, for which 
there was no market—was provided by 
the rebirth of an ancient industry. And 
mzny new jobs were provided when 
twelve to fifteen million workers were 
jobless. Then, when war came, the en- 
tire distilling industry was on hand to 
convert its distilling facilities almost 
overnight, to the manufacture of essen- 
tial alcohol for war purposes. 


Yes, the distilling industry in Amer- 


ica has an interesting history. Today, 
it is regulated—by both Federal and 
State laws. And too, it has is own self- 


imposed regulations, nonetheless im- 
portant, and effective. The modern dis- 
tiller recognizes the social aspects of 
his business. He requests of the non- 
user that he be tolerant of the rights of 
others, and of the user that he be just 
that—a user—not an abuser. 


MARK MERIT 


OF SCHENLEY DisTILLers Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave., New York 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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New 100% Margin Require- 
ment Does Not Limit Profits 
of Gartley Clients 


Because they buy and sell in accord- 
ance with the handy RVR (Relative 


Velocity Rating) Tables, Gartley Clients 
HAVE NEVER HAD TO TRADE ON MAR- 
GIN TO MAKE BETTER-THAN-AVERAGE 
PROFITS PER DOLLAR. 


Obviously, with 100% margin requirements in 
effect, he time has come for YOU, _TOO, to 
have the advantage of the Gartley Relative Veloc- 
ity Ratings on the stocks you own. No longer 
can you afford to GUESS what the Capital Ap- 
preciation Potentials of your stocks are. With 
RVR you can KNOW; you can easily make 
each dollar you invest in stocks do the work of 
two or three dollars—and WITHOUT MARGIN. 


EXAMPLE: Trader A bought 100 shares of 
XYZ on a 50% margin (in the days ho he 
could) in order to make twice as much money 
on nahh move as he could if he bought XYZ 
outright. Naturally, he increased his chances for 
loss by buying on margin. Contrast this with 
Trader B (a Gartley client). He could accom- 
plish his desire to increase the earning power of 
his invested dollar by buying high velocity (high 
RVR) stocks on an OUTRIGHT basis. Thus a 
stock with an RVR of 200 normally moves twice 
as much on a given move than stocks rated with 
an average 100 RVR. Hence Trader B accom- 
plishes the same result as margin Trader A, but 
with the added safety of outright purchase. 

You can readily see that now with 100% margin 
compulsory, a knowledge of the RVR of YOUR 
stocks is pretty nearly the most valuable informa- 
tion you can have, The RVR’s of 618 stocks are 
ready for you in the current RVR. 


SELECTION NOW BECOMES IMPORTANT 


Plainly, the time has come when the selection of 
stocks most likely to outpace the market demands 
your most earnest thought. Information that helps 
you solve THIS problem is the most valuable you 
can buy. For it is true that the bull market may 
be far from over. And equally true that some 
stocks should actually be SOLD at these levels 
and others should be BOUGHT AND HELD. 


A VALUABLE MARKET GUIDE 
This week’s GARTLEY FORECAST may serve 


you as an important market guide for months to 
come. You will also receive at once the Gartley 
Basic Prosperity List—a remarkable guide to the 


industries into which you should channel your 
capital, Of immediate importance are the Gartley: 


Low and moderate-priced issues 
Outstanding growth situations 
Low-priced speculations 


—selected in the light of our compre- 
hensive RVR studies. 


These and other undervalued stocks will be made 
available to you during the period of the follow- 
ing SPECIAL TRIAL ACQUAINTANCE 
OFFER. Current issue plus the next five issues 
which will cover what may well prove the most 
decisive financial phase investors may experience 


on $3 O 


for a long time to come 


Or Accept This Special 
Combination Offer: 


Current RVR with supplements, the most com- 
plete analysis of the relative movements of stocks, 
(Regular price $5 per issue.) Now in combina- 
tion with 6 weeks’ trial Gartley Weekly Fore- 


I rl a ace. ie cen ES 


H. M. GARTLEY, Inc. 
68 William Street, New York City 
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present situation and then not 
nearly sufficient to meet un- 
precedented demands. We may be 
well into 1947 before any sem- 
blance of balance between supply 
and demand is achieved. 





Can We Balance Budget 





(Continued from page 509) 
drives was to raise as much 
money as possible from investors’ 
current income and accumulated 
savings, a large expansion of 
bank credit was nevertheless in- 
volved, through the purchase by 
banks of securities liquidated by 
other investors, and through bank 
loans to finance subscriptions by 
others. During the four-year 
period 1942-45 the increase in 
government security holdings of 
the commercial banks and Fed- 
eral Reserve Banks, plus bank 
loans against securities, was 45 
per cent of the net amount raised. 
Government securities now com- 
prise 74 per cent of commercial 
bank total loans and investments. 

The burden and scope of the 
public debt today is shown not 
only by its total of $278 billion, 
but also by the multiplicity of 
different issues, including 53 
Treasury bonds, 8 notes, 3 tax 
notes, 10 certificates, 13 bills, and 
22 savings bonds, (series A-E, F 
and G), plus 25 special issues to 
government trust funds and 
agencies—a total of 134. Of the 
109 publicly held issues, amount- 
ing to $255 billion, the portion 
due, callable or redeemable within 
one year is $127 billion or half 
the total. 

Because of Treasury and Fed- 
eral Reserve policy in holding 
down the long-term bond interest 
rates to a 214 per cent basis, peg- 
ging the bill rate at %%, and re- 
stricting the supply of securities 
available for commercial bank 
purchase, the entire government 
bond market has been bid up to 
record levels by the huge supply 
of liquid capital and the shortage 
of other investments. 

With a $25 billion Treasury 
cash balance at the present time, 
no more new money financing will 
be necessary if the budget is 
brought into actual balance in 
1948. Excess cash is to. be used 
for retirement of debt and drawn 
down by the end of fiscal 1947 
to $3 billion, where it stood in 
1939. 

If the budget were brought in- 
to balance and borrowing ar- 











rested, a steady reduction in 
publicly held debt could be ex- 
pected from the investment of 
social security and other trust 
funds, which have been absorbing 
$4 to $5 billion annually, in addi- 
tion to continued purchases by 
insurance companies and savings 
banks. This would permit a reduc- 
tion in the government security 
holdings of the commercial banks, 
thereby cancelling the deposits 
created through deficit financing. 

Reduction of government ex- 
penditures now is not only desi- 
rable from a financial viewpoint 
but reduces the government com- 
petition with private business 
and individuals for much-needed 
manpower and materials. The 
main justification of government 
expenditures on large public 
works not urgently needed is to 
take up the slack created by a 
decline in general industrial acti- 
vity. If the decreased spending 
contemplated by the Government 
were offset by increased spending 
by the public and private in- 
dustry, including much greater 
outlays on capital goods—as now 
seems likely—the net effect of 
this single factor upon the na- 
tional economy would be neither 
deflationary nor inflationary. 

ix such an extraordinary con- 
dition as a balanced budget should 
come about, it would not mean 
that the Millenium has arrived, 
but would mean that the Govern- 
ment had taken the most effec- 
tive single step to forestall disas- 
trous price inflation and to keep 
faith with 85,000,000 men, women 
and children who during the war 
invested in U. S. savings bonds. 
In view of the patriotic appeals 
upon which these securities were 
sold, and the real sacrifice by 
countless people of limited means 
in order to buy another, and still 
another bond, the determined ef- 
forts to prevent such bonds from 
ever becoming mere “pieces of 
paper” — measured in real pur- 
chasing power—is a battle that 
Congress and the American 
people must never lose. If the 
budget cannot be balanced when 
peacetime business activity and 
national income are as high as 
now expected, it seems doubtful 
if it will ever be balanced. 





HOLD 
Your War Bonds 
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New Trends 
in World Rubber 





(Continued from page 516) 

All considered, it seems likely 
that politics as well as economics 
may settle the problem, at least 
for the time being. Rather than 
scrap its own plants and burden 


the rubber industry, now geared | 


in high to meet the tremendous 


civilian demand, with needless re-| 


conversion problems, the Govern- 


ment probably will compromise its | 


difficulties with an interim pro- 
gram. The British-Dutch officials 
not long ago threw a straw in the 
wind with an intimation that a 
price of around 18 cents per 
pound for crude might furnish a 
basis for discussion, but this 
brought no public response from 
over here, and Washington states 
merely that any terms of an 


agreement must await the out-| 


come of current negotiations, and 
will be released as soon as pos- 
sible. 


Prospects Bright 


On the domestic industrial rub- | 


ber front, management is too 
busily engaged in settling labor | 
disputes, booking an enormous' 
volume of orders and planning to) 
swell production far above any) 
peacetime records, to stay awake) 
nights worrying over the even-| 
tual outcome of the crude-syn-| 
thetic problem. For several years 
ahead prospects are bright that, 
they can sell anything and every-'| 
thing they can produce, at a nice 
profit and regardless of its basic) 
composition. But before they | 
progress very far, it is not un-| 
likely that the Government will! 
be ready with some kind of a| 
production formula which, while | 
important, may embody no radi-| 
cal upheavals to interrupt the’ 
post-transitional swing towards 
full employment and prosperity. 
From many quarters the opinion | 
is expressed that production of 
rubber manufacturers for two or | 
three years to come will gradually 
employ about one third in crude 
rubber and the other two thirds | 
in synthetic materials. These 
estimates are not at all irrational, | 
for indubitably profitable use’ 
could be made of these propor-. 
tionate raw materials; foreign '| 
suppliers of crude would enjoy 
substantial sales; and expanding’ 
demand for synthetic products | 
would keep a fair portion of the 


FEBRUARY 2, 1946 





| TeSOUCES.. 














Typical scene in Southwest gas and oil fields—well 
rigs with pipeline expansion loop in foreground. 


THE GAS-BORN flame of the 
kitchen range is an every-day phe- 
nomenon. 

Behind it lie the resources of a 
phenomenal industry. 

They are the vast, earth-held 
reserves of natural gas . . . the 
thousands. of miles of pipe-lines 
that carry it to hundreds of thou- 
sands of homes and industries... 

They are operational efficiency 
... sound fiscal policy ... manage- 
ment’s integrity. 

These are the essential resources 
that enable the Columbia System 
to pledge public service for years 


to come to 1600 communities in 
an area supporting more than 
5,000,000 people. 


COLUMBIA GAS 
& ELECTRIC. 


CORPORATION 
=a 








547 

















































































This announcement appears as a matter of record only and is under no circumstances to be 
construed as an offering of these securities for sale, or as an offer to buy ,or as a solicitation 
of an offer to buy, any of such securities. The offering is made only by the Prospectus. 


1,800,000 Shares 


Kaiser-Frazer Corporation 


Common Stock 
Par Value $1 Per Share 





Price $20.25 per Share 


Copies of the Prospectus may be obtained from only such 
of the undersigned as may legally offer these Securities in 
compliance with the securities laws of the respective States. 
. e e . 
Otis & Co. First California Company 
(Incorporated ) 
Allen & Company 
January 23, 1946, 




















Federal plants busy with an out- 
put of its Buna-S or other ingre- 
dients, such as butyl and neo- 
prene. 

Such a program would neces- 
sarily be preceded by definite 
assurance of regularly delivered 
crude within a stable price struc- 
ture, and a desirable balance of 
production would follow to satisfy 
the long denied public demand 
for highest quality goods of 
manifold description. Tires, hard 
rubber goods, heels, hot water 
bags and insulating material 
would flood upon the market, 
fashioned of whatever material 
that science decided would prove 
most efficient. Price considera- 
tion for imported crude during 
quite an extended interim period 
are far less important than will 
be the case later on when pro- 
duction of manufactured goods 
begins to catch up with consumer 
demand. At that time the play 
of economic forces will spark the 
real competitive battle and at the 
present stage it is impossible to 
predict what relative cost levels 
for the two basic materials will 
emerge. In the meanwhile, if 
price stability becomes certain 
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for imports from the East Indies, 
Brazil and other suppliers, rub- 
ber manufacturers can more com- 
fortably tackle the big job of 
production, with confidence that 
the unsettled problem of future 
material usage will eventually 
solve itself. 





1946 Outlook for Food 
Companies 





(Continued from page 521) 


or better and may do even better 
next year. 

The outlook for vegetable and 
fruit canners is more hopeful than 
a year ago although the situation 
is not quite so encouraging as 
might be wished. Labor condi- 
tions are more satisfactory, but 
canners would feel happier if they 
could foresee the end of price con- 
trols. The squeeze on profit mar- 
gins which has prevailed during 
the war seems likely to continue 
to hold pre-tax earnings in check 
for the current year at least. The 
outlook for cans and shipping con- 
tainers has improved but the fear 
of shortages has not entirely dis- 
appeared. In general, this branch 
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ment in earnings. 







Meat Packers 





of the industry looks forward to gat the 
somewhat larger volume of busigseem to 
ness and satisfactory improvegpenalize 










Many 


Fundamentally, conditions ar§cut by 
favorable for meat packers. Thigpast de 
is said in spite of the fact that apractica 


this writing the “Big Four” pack 
ers are beset with labor trouble! 
Apparently, managements are not 
greatly alarmed over the threat 
of a more intense price squeeze 
They have resisted excessive 
wage increases primarily to pre 
vent advances in retail prices that 
might prove troublesome later 
when national income begins to 
decline. There seems to be little 
doubt but that consumer demand 
will hold at a high level this year. 

With the end of rationing anda 
reduction in military require 
ments, a larger volume of busi- 
ness will be available for civilian 
markets. Obviously, profit mar- 
gins are more satisfactory on 
sales to the public. Hence, indica. 
tions point to improvement in 
earnings this year. This trend 
should be helped by expansion int 
slaughterings in regular channels. 
Black markets undoubtedly took 
considerable business from major 
companies in 1945. The meat 
packers, especially Cudahy, Wil- 
son and Armour, greatly streng- 
thened their financial position in 
the last year or two and appear 
well fortified to face any difficul- 
ties that may arise from postwar 
readjustments. 

Tax relief and relaxation of 
price controls promise to prove 
major favorable influences for the 
corn refiners. Conditions appear 
favorable for maintenance of sales 
volume at a high level and operat- 
ing costs seem likely to be kept 
under control. Principal compan- 
ies in this division seem headed 
for an above-average year. 








Postwar Prospects 
for Utilities 





(Continued from page 525) 
about 15-25%. Of course such an 
advance would be unlikely to 
occur if the state commissions 
should make a drastic and con- 
certed campaign to deprive the 
utilities of any increased earnings 
resulting from tax savings in 
1946. While several states have 
indicated their intention to ex- 
plore the question of rate cuts, 
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seem to be any concerted move to 
penalize the utilities. 


Holding Companies 


Many dividend rates have been 
cut by the utilities during the 





Thi 


past decade, and there has been 


1at afpractically no common stock finan- 
packgcing to raise money for additions 


ublefand betterments. 
‘e noprecognized by 


It should be 


the regulatory 


hreaffauthorities that some upward re- 


leeze, 
SSive 
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that 
later 


adjustments in dividend rates and 
further price recovery in utility 
stocks may prove necessary to 
encourage such financing, which 
would be a healthy development 


1s topin utility finance. 
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What about the holding com- 
pany stocks—are there still good 
bargains available? During 1943-4 
the senior securities of these 
companies enjoyed a big come- 
back, but last year the junior is- 
sues, including a number of low- 
priced stocks, enjoyed their in- 
nings. It was suddenly discovered 
that certain recapitalization plans, 
already far advanced toward final 
approval, had become obsolete 
due to the broad market advance 
in operating company stocks. This 
brought into play the almost for- 
gotten leverage factor in the 


market value which could now be 
assigned to these stocks was 
large in relation to their prices 
(prices high in relation to the 
1942 lows, but still in most cases 
only a fraction of the 1929 levels). 
Hence this year, as the evidence 
became stronger that new plans 
were in the making which would 
benefit junior issues, the market 
has seen Commonwealth & South- 
ern advance from 11/16 to 414, 
(recently 334.) ; Central & South- 
west Utilities on the Curb from 
11/16 to 12 (recently 11); Stan- 
dard Gas & Electric $4 preferred 
from 23/, to 4734, (recently 4334) ; 
and Northern States Power A 
(curb) from 1434 to 5434 (re- 
cently 5314). 


Price Advances 


While clear-cut plans have not 
yet been worked out, some other 
issues have also enjoyed good 
advances, chiefly as the result of 
the leverage effect of anticipated 
tax savings, refunding economies, 
etc. Thus American Water Works 
has jumped from 814 to 2714, 
and forecasts have been made 
that the stock might some day 
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junior issues, since the spill-over . 


be worth about 40-45; and Elec- 
tric Power & Light has advanced 
from 3% to 2114, with higher 
prices predicted as the result of 
the sharp upward revision in 
earning power. On the other 
hand, heavy advances in issues 
such as American & Foreign 
Power common and_ warrants, 
Long Island Lighting common, 
etc., have been difficult to explain 
on the basis of anv statistical 
reasoning, or prospects as they 
now shape up. 


To summarize, there are still 
bargains in the utility list but 
the buyer must be more discrimi- 
nating than in the past. Stocks 
can’t be bought simply on the 
basis of hopes that they will re- 
cover to old-time highs, for regu- 
latory factors are paramount 
these days, particularly in the 
holding company group. An anal- 
vsis of potential tax savings in 
1946 may still yield important 
clues to possible “‘winners’” in this 
year’s market. 





Realistic Appraisal of 
Machinery Stocks 





(Continued from page 527) 
after every great war, a wave of 
efforts to establish industrial self 
sufficiency sweeps over many 
nations untouched by the rav- 
ages of war. Potentials of our 
machinery makers to swell vol- 
ume on a large scale by exports 
not only to Europe and Russia, 
but to the Far East and Latin 
America as well, appear ex- 
tremely good, for the same fun- 
damentals applying to our own 
economy carry equal significance 
in viewing the foreign moderni- 
zation trend. 

In contrast with a decade in the 
1930s featured generally by un- 
impressive and erratic earning 
power, five years of production 
under the stimulus of wartime 
conditions have proved very sat- 
isfactory for numerous units in 
the machinery industry. In- 
stances could be cited, of course, 
where more than one strongly 
established concern prior to Pear] 
Harbor had made marked strides 
to pull out of the depression fol- 
lowing the 1929 collapse, but 
broadly speaking the industry 
had exhibited little power to 
shake off its reputation for in- 
stability. During a wartime econ- 
omy, however, volume gained by 
leaps and bounds, and despite 
heavy taxes and operating handi- 








New Outlook Jor 
AIRLINE 
STOCKS 


ILL airline revenues of 

1946 double those of 1945? 
Or will much higher costs of 
operation, increased terminai facil- 
ities, and costly electronic equip- 
ment make 1946 profit gains 
disappointing? 

Current UNITED OPINION Report 
discusses both the near and long-term out- 
look for this expanding industry, and the 
question: Should Airline Stocks be bought 
now, or has rise in prices to all-time highs 
over-discounted the industry's prospects? 


6 Leaders Analyzed 
Included are analyses, chart studies, and 
recommendations on these leading Airline 


Issues: 





Transcon. & W. Air 
Penn-Central Air. 


United Air L. 


A copy of this timely report will 
be sent gladly on request. 


Send for bulletin MW-11 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ew Boston 16, Mass. 


ALBERT RAMOND 
& ASSOCIATES, INC. 


Serving American Industry Since 1916 

INDUSTRIAL ENGINEERS 
Cost Reduction + Improved Wages 

Production Management 

CHRYSLER BUILDING, NEW YORK 17 
TRIBUNE TOWER, CHICAGO 11 

RUSS BUILDING, SAN FRANCISCO 4 
200 BAY STREET, TORONTO ° 


Amer. Airlines 
Bran.ff Airways 
Eastern Air L. 



























Crown Cork & SEAL 
CoMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable March 15, 
1946, to the stockholders of record at the 
close of business February 21, 1946. 

The transfer books will not be closed. 


COMMON DIVIDEND 


The Board of Directors has this day de- 
clared a Dividend of twenty-five cents ($.25) 
per share on the Common Stock of Crown 
Cork & Seal Company, Inc., payable on 
February 16, 1946, to the stockholders of 
record at the close of business February 5, 
1946. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 
January 24, 1946. 
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a DIVIDEND NOTICES 


DEBENTURE: The regular quarterly a 
dividend of $2.00 per share on the De- 
benture Stock will be paid February 

Ist, 1946, to stockholders of record 
January 21, 1946. 


PRIOR PREFERRED: The regular 

uarterly dividend of 75¢ per share on 
the Prior Preferred Stock will be paid 
February 1st, 1946, to stockholders of 
record January 21, 1946. 


A. B. Newhall, Treasurer 


Demnioon MKlanufachwing So. 


Framingham, Mass. 














TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividend 
of 50 cents per share on the company’s capital 
stock, payable March 15th, 1946, to stockholders 
of record at the close of business Feb. 15, 1946. 
H. F. J. KNOBLOCH, Treasurer 





caps, net earnings held above- 
average, dividend distributions 
were fairly liberal, and working 
capital in many cases rose to all 
time peaks. 


Tax Cushions 


In one important respect, the 
fact that 1936-39 earnings were 
nothing to enthuse over worked 
in the industry’s favor, for it 
furnished a particularly favorable 
tax credit base from which to 
form a substantial cushion against 
the uncertainties of earning power 
during transition. Excess profits 
taxes, to be sure, held wartime 
net down rigidly to fairly mod- 
est proportions but they also 
promise with equal certainty to 
stabliize or enhance’ earnings 
potentials and to offset the im- 
pact of lower peacetime volume. 
On the appended table are listed 
a number of strong concerns, 
some of which reported for 1944 
heavy deductions for excess 
profit taxes which in 1946 will 
be eliminated with potential bene- 
fit to profit margins. As wage 
costs for skilled labor in this in- 
dustry are a very important 
factor compared with cost of 
materials, the tax cushion is sure 
to come in handy considering the 
wage-price squeeze now clouding 
the horizon. 

During the last half of 1945, 
pretax earnings of machinery 
makers undoubtedly declined sub- 
stantially in the wake of rapidly 
falling Government business, but 
due the ample tax cushion, 
chances are that final net earn- 
ings as reported for the full year 
1945 wil show only a moderate 


cases 


decline compared with the previ- 
ous year. Accelerated amortiza- 
tion of certified facilities, settle- 
ment of Government contracts, 
and liquidation of postwar tax 
cridts further combine to fortify 
already strong cash resources. In 
all likelihood, therefore, conserva- 
tive dividend distributions which 
have been characteristic of the 
industry during war years will 
suffer no important changes dur- 
ing the transitional period. 

Granted that wage disputes on 
a broad scale do not unduly pro- 
long the transitional pangs of our 
economy and that by midsummer 
all hands swing into the tempo 
of all-out peacetime production, 
1946 potentials for this special- 
ized industry hold decided en- 
couragement. Backlog orders for 
machinery have piled up im- 
pressively, in some instances to 
an extent which assures a 1946 
volume much above anything in 
prewar years for a few leaders 
in the industry, and as _ this 
specialized production is based 
largely upon skill in design and 
on reputation, profit margins are 
liberal as a rule. Whereas inten- 
sive research for technological 
improvements has always ranked 
high in the programs of ma- 
chinery manufacturers, from now 
on such activities will become 
more than ever expressive, for 
if inventiveness can render a 
machine obsolete in five years 
time rather than in twenty, far 
greater stabilization than in the 
past will accrue to this industry, 
although of course the time may 
come when cyclical influences 
again arise to leave their scars. 
In the medium term, however, 
growth factors are strongly in- 
dicated, and more generous treat- 
ment of shareholders during the 
next few years should occasion 
little surprise. 

That investors have begun to 
realize the opportunities of the 
industry to share in the coming 
prosperous era is evidenced by 
the strong market position of 
numerous shares in leaders in the 
machinery field. In scanning the 
table it will be noticed that con- 
siderable disparity, however, still 
exists in the price-earnings ratios 
and dividend yields of various 
concerns listed. While in some 
postwar potentials have 
been too enthusiastically dis- 
counted, perhaps possibilities for 
eventual appreciation in selected 
instances have not been fully 
exhausted. 





Why Key Man Insurance 





(Continued from page 533) 

the purchaser and also paid all 
premiums and owned all the 
rights and privileges in the con- 
tracts. In the event of the death 
of the insured the company will 
collect immediately the face of 
the policies free from income tax. 
They have provided themselves 
not only with a substantial sum 
to tide over the economic loss 
sustained by this man’s early 
death, but will be able to use the 
proceeds of the insurance to 
secure a capable replacement. 

Let us consider a second case. 
Here was a Plant Manager, age 
42 who supervised the production 
plant of a business employing 
some 350 people. By reason of 
his outstanding and aggressive 
methods, and his ability to create 
new time saving technical de- 
vices, the production ratio has 
been very substantially increased 
with an additional advantage of a 
lowering of production costs. I 
was finally able to convince this 
corporation that it insure the 
life of this production man for its 
own benefit since an early death 
would incur not only an imme- 
diate loss in production but a 


‘continuance of this loss until such 


time as a satisfactory replace- 
ment had not only been obtained 
but also operating at an efficiency 
comparable to the former produc- 
tion man. It might be argued 
on the other hand that the in- 
sured may not die until late in 
life. If this be true, the cash 
value of the policy then could be 
arranged under special annuity 
settlement options in the policy 
to provide a retirement pension 
to the individual so that in effect 
the policy would serve a dual 
purpose. 


Policy Transfer 


Finally, if the key man severs 
his connection with the company 
the policy may be transferred to 
him upon payment of the then 
existing cash value. This is an 
equitable and fair solution for 
both the concern and the trans- 
fer of the policy to the insured 
himself for value exempts the 
proceeds from Federal Income 
Tax. 

In the average business of to- 
day, few men are irreplaceable 
in the sense that no others as 
competent could be found. Never- 
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theless, a great many men in 
business could not be replaced ex- 
cept with serious cost to the busi- 
ness in loss of time and money 
and also in some cases some re- 
percussions in employee relations. 
Thus, there is a definite incentive 
to adopt key man insurance which 
in its final essence enables a com- 
pany to protect itself and the 
operating efficiency of the per- 
sonnel upon which the future of 
its profits are contingent. 





What of the Liquors 
NOW? 


(Continued from page 529) 

As a matter of fact, this cireum- 
stance carries far less significance 
as to medium term volume and 
profits than might be supposed, 
for because of required aging of 
the new whiskey three or four 
years must elapse before it can be 
used at all. Prosperity of the in- 
dustry in wartime was only pos- 
sible because public taste for more 
than ten years past has consist- 
ently favored blends with only 
about 30% of aged whiskey in 
their composition, enabling the 
distillers to get by in the emer- 
gency by restricted withdrawals 
from prewar inventories of bonded 
stock. In previous discussions of 
the industry we have mentioned 
its hopes to start its postwar 
progress with 100 million gallons 
of aged whiskey—less than a quar- 
ter of normal amounts carried— 
still in reserve. Fortunately, this 
estimate fell a good deal short of 
the mark, for at the end of No- 
vember, 1945, about 260 million 
gallons were in storage, with 
enough of it sufficiently aged to 
meet blending requirements for 
the next year or so. And from 
now on these stocks are expected 
to steadily increase until they 
reach prewar proportions again, 
for the industry is amply pro- 
vided with facilities to process ex- 
panding supplies of grain. 





a 


Consumption Prospects 


Consumption of distilled spirits 
is closely related to the national 
income, and while war swollen 
payrolls during the last few years 
boosted volume to all time highs, 
it is interesting to note that some 
of the concerns with larger stocks 
of aged whiskey could have sold 
more goods than they did, had it 
not been for conservative hoard- 
ing and rigid rationing of retail- 
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ers, for scant supplies absorbed 
less than a normal share of the 
national income. As the air begins 
to clear, therefore, sales potentials 
will expand provided employment 
remains at a high level as every- 
one expects. Already has this up- 
ward trend in whiskey sales be- 
gun to find expression, according 
to authoritative sources, and it 
could well bear relationship to rel- 
ative stocks of aged whiskey 
owned. Among the “Big Four” in 
the industry, Schenley’s inven- 
tory tops the list, Distillers-Sea- 
grams second, National Distillers, 
third and Hiram Walker, fourth. 

With foreknowledge that to re- 
build inventories on a major scale 
would require huge amounts of 
working capital, distillers gener- 
ally have piled up cash resources 
during war years by retaining a 
liberal share of earnings in the 
business, and chances are that 
such conservatism will continue 
for some time to come. Liquor, on 
the other hand, is highly esteemed 
by bankers as an asset, and no 
difficulty has been experienced by 
the larger concerns in borrowing 
very large sums at minimum rates 
to assure carrying of inventories 
during the aging process. This 
will substantially benefit profit 
margins, as may be guessed in 
considering 75 million dollars 
borrowed by Schenley, for ex- 
ample, at rates probably at least 
2% under those obtainable in pre- 
war. Over a three year term this 
would indicate a saving of $4.5 
million. 

Tax Relief 


Compared with most industries, 
the distillers stand to gain in two 
ways from tax relief. In the first 
place, wartime earnings have been 
subject to heavy deductions for 
excess profits taxes, and current 
relief from these will not have to 
be passed right over to labor in a 
big way, for the industry’s de- 
pendence upon wage costs is a 
minor factor. Six months after 
the official date set for cessation 
of hostilities, also, the present law 
provides that wartime excise 
taxes of $9 per gallon will be re- 
duced to $6 per gallon, and a tax 
refund or credit of $3 per gallon 
will be made on all tax paid inven- 
tories carried at the time. Items 
in this category run to many mil- 
lions of dollars for some of the 
leading distillers, and a substan- 
tial tax windfall is in the offing, 
the date to be set by Washington. 

In scanning the outlook, it is 
difficult to discern any important 


adverse factors which could re- 
strict an upward trend in net 
earnings during 1946 for the 
liquor industry, provided of course 
the national income remains rea- 
sonably high. With the return of 
veterans, consumption is increas- 
ing and profit margins on increas- 
ing volume should be widened by 
concentration upon normal output 
rather than tightly priced mili- 
tary alcohol. Add substantial tax 
relief to the picture and potentials 
are further enhanced. Until fur- 
ther relaxation of distributor ra- 
tioning is effective, to be sure, 
fullest benefits will not be real- 
ized, but in itself this only sig- 
nalizes a continued sellers market. 
Finally, several of the leading dis- 
tillers enjoy a broad product di- 
versification which should be re- 
flected in expanding sales and 
consequent earnings gain, espe- 
cially as foreign markets should 
importantly supplement the in- 
creasing domestic demand. 

While share prices for the lead- 
ing distillers and brewers in most 
cases have advanced to a point 
where current yield is only fair or 
even unimpressive, the relation- 
ship of price to net earnings still 
remains attractive. With more 
liberal treatment of stockholders 
in the longer range view a distinct 
possibility, shares of the leading 
concerns carry considerable spec- 
ulative appeal. 





Will World Bank Work? 





(Continued from page 511) 
require still other measures be- 
sides the correction of internal 
maladjustments and the balanc- 
ing of government budgets. 
Among others, greater efforts will 
have to be made to promote a 
freer international exchange of 
goods. The necessity for such 
action was recognized bv the 
drafters of the Bretton Woods 
Agreement. However, the first 
embodiment of measures aiming 
at the promotion of multilateral, 
freer trade was set forth only 
last month by the United States 
in connection with the loan to 
Great Britain. As proposed by 
our State Department, the Inter- 
national Trade Organization, or 
ITO, would be an international 
organization (eventually spon- 
sored by the UNO) which would 
require that it be kept informed 
on the working of quotas, subsi- 
dies, tariffs, preferences, licens- 
ing and other measures restrict- 
ing trade; it would propose 














changes in national tariffs; it 
would guard against cartels and 
supervise the working of Govern- 
ment monopoly companies and 
probably would have a say even 
about government monopoly trad- 
ing as practiced by the Soviet 
Union. Moreover, the ITO would 
work in close cooperation with 
the Bank and the Fund. 


Conference Planned 


The ITO plan, which if carried 
out would go far toward the re- 
establishment of expanding, mul- 
tilateral trade, has been accepted 
by Great Britain as a basis for 
international discussion at the 
conference on International Trade 
and Employment to be convoked 
by the UNO in the Summer of 
1946. Meanwhile, Washington has 
proposed to refine and implement 
the ITO plan at a preparatory 
conference of 14 nations to be 
held this Spring. In addition, the 
United States is also proposing 
to negotiate the so-called “nu- 
clear” trade agreements with 
Great Britain and other leading 
countries under the extended 
authority of the Reciprocal Trade 
Agreements Act. 


What has been the reaction to 
the setting up of an international 
lending agency and to the pro- 
posal for a supervision of inter- 
national trade relations? In gen- 
eral, the Western World, the 
Western Hemisphere and West- 
ern Europe, together with the 
colonial areas, is falling into line. 
On the other hand, the Soviet 
Union, although a participant in 
the Bretton Woods discussion, has 
not signed the Agreements as 
yet; it has also failed to act on 
the invitation to a preparatory 
conference which is to discuss 
the ITO proposal. The explana- 
tion of this attitude is quite 
simple. Russia has no particular 
interest in free trade principles 
espoused by the Bretton Woods 
Institutions and the ITO. More- 
over, the underlying suspicion of 
the West questionably restrains 
the Soviets from revealing the 
information that the Bank and 
the ITO is bound to require. 


While some of the countries 
that have found themselves in 
the sphere where Russia’s influ- 
ence predominates, such as Po- 
land, Yugoslavia, and Czechoslo- 
vakia, have joined the Bank and 
the Fund, they are likely to be 
cool toward the ITO in view of 
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the trend toward state capitalism 
at home. Czechoslovakia, for ex- 
ample, although dependent upon 
foreign trade (the Czech experts 
themselves have stated that the 
country must export at least one- 
third of her national output if 
she is to restore her pre-war 
standard of living) has not ac- 
cepted as yet the invitation to 
the preparatory ITO conference. 
Her case is particularly interest- 
ing, since it illustrates the dilem- 





THE COUNTRIES REPORTED TO HAVE SIGNED 
THE BRETTON WOODS AGREEMENTS AS OF 
JANUARY 15, 1946, AND THEIR RESPECTIVE 
SUBSCRIPTIONS TO THE INTERNATIONAL 
BANK AND TO THE MONETARY FUND 


(All figures in millions of dollars) 


Subscriptions scrip. 
to the Bank to the 


Country Full 20% Fund 
Belgium 225 45 225 
Bolivia 10 2 10 
Brazil 150 30 150 
Canada 300 60 300 
Chile 50 10 50 
China 550 110 550 
Colombia 50 10 50 
Costa Rica 5 I 5 
Cuba 50 10 50 
Czechoslovakia 125 25 125 
Dominican Rep. 5 1 5 
tcuador 5 I 5 
Egypt 45 9 45 
Ethiopia 6 I 6 
France 450 90 450 
Greece 40 8 40 
Guatemala 5 | 5 
Honduras 3 i 3 
Ireland (c) — = — 
India 400 80 400 
Iran 25 5 25 
Iraq 8 2 8 
Luxembourg 10 2 10 
Mexico 90 18 90 
Netherlands 275 55 275 
Nicaragua 2 oa 2 
Norway 50 10 50 
Panama sg : * 
Paraquay : 2 * 7 
Peru 25 5 25 
Philippines 15 3 15 
Poland ... : and 125 235 125 
South Africa : 100 20 100 
United Kingdom 1,300 260 1,300 
United States 3,175 635 2,750 
Uruguay ....... 15 3 15 
Yugoslavia 60 12 60 

Total subscribed 7,751 1,500 7,326 

Unsubscribed 1,349 270 1,474 

Grand Total (a) 9,100 1,820 8,800 


(*) Less than one. 


(a) a be subscribed by the United Nations 
only 


(c) No quota reported. 
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ma of a country dependent upon 
foreign trade, but caught square. 
ly between the Anglo-American 
and the Russian orbits and the 
two opposing economic ideologies, 

The Czechs are anxious to re 
mania, Yugoslavia, Poland, and 
establish former trade ties with 
the West, hoping that the Soviets 
will not interfere. They have a 
good chance of succeeding in ex- 
port, since their factories had 
been damaged relatively little 
during the war and since their 
problem seems to be principally 
that of securing raw materials. 
To get on an export basis, they 
have carried out one of the most 
drastic anti-inflationary measures 
on the Continent. The currency 
outstanding was reduced from 
some 120 billion crowns to about 
30 billion and the black market 
practically eliminated. The next 
move is likely to be a revaluation 
of the Czech crown from the 
present rate of 50 per $1 to a 
more realistic basis, after which 
Czechoslovakia should be ready 
to export. 


The Other Side 


This is one side of the story. 
The other is that the Czechs 
have nationalized or are about to 
nationalize not only the banks, 
insurance companies and mines, 
but also some 60 per cent of all 
industrial enterprises; what will 
be left unnationalized, is only 
small enterprises which contrib- 
uted very little to exports. This 
move has completely upset all old 
business ties built mostly on per- 
sonal contacts. In the future, the 
importers, who used to buy a 
wide variety of Czech consump- 
tion goods, will have to deal not 
with the manufacturers, but with 
the bureaucratic machine repre- 
senting state enterprises, coop- 
eratives and a few remaining 
private entrepreneurs. How suc- 
cessful the Czech export trade 
will be under these conditions in 
recapturing its former markets, 
only time can tell. It is quite pos- 
sible that the exports will have 
to be subsidized by the Czech 
taxpayer. 

Similar problems exist in Rou- 
mania, Jugoslavia, Poland, and 
the rest of Southeastern Europe. 
In Poland, the nationalization has 
gone even further than in Czech- 
oslovakia and probably not more 
than 30 per cent of industrial en- 
terprise will remain in private 
hands. Moreover, the killing out 
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Coming Explosive Phase of Advance 
Will Lead to Short-Lived Crash 


Time and again for the past several weeks our clients were counseled to expect a large volume advance in stock 
prices—the explosive phase—of this bull market. This apparently started in the January 7-10th Cyclical Key 
Period about which our readers were told in early December Bulletins. There will be a few minor reactions 
on reduced transactions during the next three or four weeks—or up to a certain February Key Date. Action 
of the market in this period may lead some to believe that the advance is “topping out,” but, if our Cycle 
studies are again accurate, then what is seen over the near term will be merely the prelude to the real explo- 
sive and dangerous phase which is indicated to follow. 


NEW RULES DO NOT CHANGE HUMAN NATURE 


There are many who believe that because of present 100% margin requirements it will be virtually impossible 
for stock values to slump as drastically as they have in the past. We have maintained, however, that this is 
very apt to create a false sense of security among investors and traders and that when the T/ME is right, we 
shall see a short-lived crash-dive comparable to those which have, heretofore, corrected overbought conditions. 
Thus, in preparing our Annual Cyclical Forecast of the probable course of stock prices for 1946, our attention 
was focused on these two all-important conditions—(1) the general TIME zone wherein most Cycles were 
bullish and (2) the TIME area for important bearish action. THESE HAVE BEEN ESTIMATED and 
with necessary refinements made, the 7'OP for this rise has been computed and, the succeeding slump as well. 


BE PREPARED AHEAD FOR THESE PRIMARY TIME ZONES 


While substantial profits are to be made during the next several weeks, we believe it behooves us to publicly 
acquaint investors and traders of the probabilities of a succeeding slump. Admittedly, our Cycle projections 
are not always right—on occasions they have been very wrong. However, it is fair to mention here our bullish 
Cycles of last April (forecast in December, 1944) amid national events of great magnitude, and again world- 
shaking events last Summer. 

We quote directly from our Bulletin of July 24, 1945: “However, it is not amiss to mention here that another 
‘cluster’ of bearish factors seem to be centered in the period between August 8th and 23rd and’ it would not be sur- 
prising if some notable events make their appearance at that time—events which the market will interpret unfavor- 
ably. It is likewise possible that stock prices will have reached a low point on or before the 22nd of next month 
(August) from which a fairly impressive rally will follow.” 

And again referring to the above Key Period, and its probable events, we said in our Bulletin of Aug. 3, 1945: 

“If your editor was to venture an opinion it would perhaps be something connected with the war or President 
Truman—possibly end of the Pacific conflict or entrance of Russia into it.” 

A few days later the momentous events came as follows: 

(1) The atomic bomb, (2) Russia’s entry into the war with Japan, and (3) end of the second world conflict. 


BUY THESE “SPECIAL SITUATIONS” NOW 


A few weeks ago, when available around 39, clients’ attention was called to the uniquely bullish major chart 
of Jones & Laughlin and its purchase was advised. Since then “JL” has been one of the strongest features of 
the steel group. 

We are now recommending another medium-priced issue whose technical countenance is equally as impressive 
as that of Jones & Laughlin. In fact, we expect a sharp upside breakout in this equity very soon. 

Also recommended for purchase is a /ow-priced oil, a promising motor equipment, and two rail equities which 
should show gratifying price increment over coming weeks. And not to be overlooked is an outstanding re- 
organization Rail Bond. 


: GET ACQUAINTED NOW! 
To seriously minded new readers only (those who look upon their market operations as a business rather than 
a gamble) we make the following unusual offer: 
(1) Cyclical estimate of probable top period for the current rise. 
(2) Cyclical Key Period for crash-dive -nich is indicated to follow. 
(3) Names of the Special Situations referred to above including re-organization Rail Bond. 
(4) Recent Bulletins, plus copies of next three Bulletins... All for only $§ (J 


STOCK TREND SERVICE 


Div. M-2. SPRINGFIELD 3. MASSACHUSETTS 


REGULAR SUBSCRIPTION FEE PER YEAR $100 [J]. FOR SIX MONTHS $55 LJ. (COMPLETE 1936 CYCLICAL 
FORECAST FREE WITH ANNUAL SUBSCRIPTION—SIX MONTHS’ FORECAST WITH SEMI-ANNUAL TERM.) 
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of the Jews and of the middle 
class Poles has created a vacuum. 
The distribution trades will have 
to be reorganized, and the indus- 
tries show a desperate lack of 
skilled personnel and experienced 
management. To make matters 
worse, the nationalization and the 
expropriation of foreign enter- 
prises, denounced recently by the 
American Ambassador to Poland 
as a violation of the existing 
trade treaties, apparently stands 
in the way of badly needed for- 
eign credits for the purchase of 
raw materials and foodstuffs. It 
is doubtful that Poland, as mat- 
ters stand, will be eligible even 
for the International Bank Loans. 

A realization of the aims of the 
International Bank and of the 
Monetary Fund will depend, first 
upon the solving of internal mal- 
adjustments created by the war 
in individual countries, and upon 
the expansion of international 
trade. Second, and this point is 
even more important than the 
first, it will depend upon inter- 
national fair weather, i.e. upon 
the state of international confi- 
dence. While many countries will 
be eager to avail themselves of 
the International Bank Loans, 
they may not be able, because 
of political developments or pres- 
sure from the outside, to work out 
their problems according to the 
principles of Bretton Woods and 
the proposed ITO organization. 
As far as the restoration of inter- 
national confidence is concerned, 
the relationship of the Soviet 
Union with the United States and 
Great Britain will overshadow 
all other factors. 





Leaders and Laggards 





(Continued from page 504) 

For these reasons, durable 
goods stocks should do relatively 
better this year than consumer 
non-durable goods issues. Sooner 
or later, price controls will be 
lifted—they are already being 
eased—and this will be of greater 
benefit to durable goods, in which 
there is not too much competi- 
tion, than to retailers among 
whom competition will be ex- 
tremely keen when consumer 
goods again become plentiful. 

Experience has taught that 
consumer goods stocks are the 
first to rise and first to decline, 
while the heavy goods stocks are 
last to advance and last to de- 
cline. Making practical applica- 
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tion of this generalization, it 
seems reasonably safe to conclude 
that the broad upturn in the mar- 
ket that began more than three 
years ago will be extended into, 
perhaps through, 1946; since the 
heavy goods groups still have a 
long way to go to even duplicate 
their 1929 tops. 

Government inflationary poli- 
cies — continuing deficit financ- 
ing, huge loans to promote our ex- 
ports, record low interest rates 
and political favoritism shown to 
labor union and farm pressure 
groups — point to a rising stock 
market this year; but punctuated 
as usual from time to time by 
reactions of varying proportions. 
Generally speaking, more promis- 
ing opportunities for price appre- 
ciation will probably be found 
among durable than non-durable 
issues, It is increasingly risky to 
make longer term commitments in 
consumer goods stocks. 

The COMMON STOCK INDEX 
appearing at the bottom of the 
third page of Business Analyst 
section of the current issue em- 
hodies our customary annual re- 
vision of this market indicator. 
These revisions, which are effect- 
ed without impairing the conti- 
nuity of the Index or its sub- 
groups, are designed to eliminate 
inactive stocks of little general 
interest while adding stocks in 
which there was heavy trading 
during the preceding year. The 
1946 Index retains all issues that 
were included in last year’s Index, 
with ten new stocks added; so 
that the Combined Average this 
vear will be composed of 300 com- 
mon stocks. 





Answers to Inquiries 





(Continued from page 538) 
20 Year Record of Market Range 
of Our Index 


I have been a subscriber to The Maga- 
sine of Wall Street for over twenty years. 
I have never previously needed any special 


service. But now I would appreciate it very 
much if you would send me a statement 
of the high and low of the combined aver- 
age of The Magazine of Wall Street Com- 
mon Stock Index for each year (include 
1945) since it has been published. Thanks. 
—Prof. H. B., Chicago 
In compliance with your re- 
quest, we submit the high and low 
of the combined average of The 
Magazine of Wall Street Common 
Stock Index for each year since 
it was published. This covers a 
period of 20 years. 


High Low 
ee 102.0 83.1 
eee 116.3 95.7 





High Low 
Ss. ctaeowe 166.0 109.2 
ewer 173.1 88.9 
D6 oy ede 140.7 59.9 
NS sa vars seca’ 84.4 29.2 
Saar 45.0 17.5 
BS aes heey 71.3 22.7 
BE? Bhs a baal 71.2 45.0 
eres 78.4 43.0 
Sree 106.0 78.4 
RT 122. 54.3 
ere 77.2 44,2 
cine eke se 73.01 50.7 
RES ere a 67.1 45.3 
ere 56.9 42.6 
EE putivawieet 55.3 41.4 
are 89.9 54.5 
Rs: 105.0 79.5 
OAD). teea enone 171.3 105.0 


Our 290 Stock Combined Aver- 
age ended the year 1945 at 166, 
representing a gain for the year 
of 58.2%. The low-priced stock in- 
dex during the same period has 
risen 82.6% while the high-priced 
index has advanced 37.2%. The 
percentage figures indicate clearly 
how far the market has travelled 
and the great interest displayed 
in low-price equities. 

Switch from Curtiss-Wright 
Common Into Class A 

I own 330 shares of Curtiss-Wright Cor- 
poration common which I am considering 
selling and buying the preferred with the 
proceeds. I will appreciate very much your 
reaction and any suggestion that you can 
make. Thanking you, I am 

—G. A., Washington, D. C. 

As the outlook for Curtiss 
Wright common stock is obscure 
because of surpluses of advanced 
type engines and propellers, it 
would be a sound procedure to sell 
the common stock and place the 
proceeds in the $2.00 non-cumula- 
tive convertible Class A stock. The 
latter stock has preference over 
the common stock as to dividends 
but not as to assets. It is entitled 
to non-cumulative dividends of 
$2.00 per annum. It is also entit- 
led to same distribution per share 
of common stock in any liquida- 
tion. It is redeemable in whole or 
in part at any time on 40 days’ 
notice at $40 per share and ac- 
crued dividends. It is convertible 
at anv time or, if called for re- 
demption, up to date of redemp- 
tion into common stock on a share 
for share basis. Conversion privi- 


lege is protected against dilution. - 


Earnings on the Class A for 1944 
amounted to $12.37 and $11.34 
for 1943. While the dividends on 
the common stock are not as- 
sured, the Class A $2.00 rate ap- 
pears reasonably safe and the 
yield of about 7% is liberal. 
(Please turn to page 555) 
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As I See It 


(Continued from page 501) 
continued unsettlement and un- 
certainty in the Far East. 
—Russia, after concluding a deal 
with China reinstating the former 
privileges of czarist Russia, is 
now demanding additional conces- 
sions in Manchuria, which would 
involve a loss of sovereignty for 
China. 

—In the Middle East, Russia has 
been avidly courting the Arabs, 
using anti-Jewish propaganda and 
creating racial turmoil. 

—Russia has impudently  en- 
croached upon the sovereignty of 
Iran and Turkey. 

The charges herewith cover 
only a few of the more important 
of the nefarious schemes to dis- 
turb world peace, and by means 
of which Russia expects to se- 
cure a world empire. And it is 
particularly shocking, as the suc- 
cess of this intrigue is based on 
pure bluff, for Russia cannot 
stand alone economically, despite 
her claims. 

Russia needs the great tech- 
nological talents which we pos- 
sess, if she is to make the grade 
economically. Russia’s plan for 
destructive intrigue will only pro- 
duce world chaos. 

It is a law of life that only con- 
structive actions produce con- 
structive results, and that any 
plan based on a formula of devas- 
tation, as we have witnessed in 
Hitler’s Germany, brings only de- 
structive results. 

It’s about time we took realis- 
tic steps in our dealings with 
Russia and with her cohorts in 
the United States who are mak- 
ing such a determined bid for 
power through labor unions. Cer- 
tainly a democracy and freedom 
of speech have a basis in common 
sense. And we have the right to 
take action against extremes 
which threaten to destroy our 
heritage. Write your Congress- 
man and protest to our govern- 
ment against these nefarious ac- 
tivities, and demand a realistic 
handling of our affairs with Rus- 
sia. 








Answers to Inquiries 





(Continued from page 554) 
Alone in the World, Seeks 
Investment Counsel 

My father died suddenly leaving me 
alone in the world. I immediately sub- 
scribed to The Magazine of Wall Street 
because I recalled what a help it had been 
to him. 
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I have $22,000 in bank which I would 
like to invest in selected issues with “dy- 
namic profit and income potentialities.” My 
broker kindly gave me a list of securities 
he thinks have possibilities, but, being timid 
and conservative, I have taken no steps. I 
wonder myself if it is wise to buy stocks in 
which CJI.O. unions have a tight grip 
(quoting from “For Profit and Income’). 

I like Celanese very much, but tt seems 
so high priced. Woolworth appeals very 
much to me; I can see that our local store 
is expanding. 

My broker seemed to think I should buy 
100 shares of a stock. That would limit me. 

Being still “not very old” and inexpert- 
enced, I do need expert advice. 

Will you please write and tell me what 
you think? 

Thanking you very much for any kind- 
ness shown, 

—R. M., Scranton, Pa. 

From your letter of January 
6th we were sorry to learn of the 
death of your father, one of our 
valued subscribers to The Maga- 
zine of Wall Street in the past. In 
this letter we are making a sug- 
gestion which we believe would be 
the wisest course for you to fol- 
low: 

You have a substantial sum of 
$22,000 which you desire to invest 
in issues with “dynamic profit and 
income potentialities.” At this 
time we should like to emphasize 
that the trend is becoming more 
and more selective partly due to 
the wage-price developments and 
discussions, partly to rapidity of 
Jate 1945 advances. Tax reduc- 
tions will more than offset wage 
increases with some companies— 
while others not subject to heavy 
excess profit taxes in the past 
may be handicapped. 

The securities markets are still 
in a major advancing cycle. Sec- 
ondarv setbacks must be expected 
and these will open new opportu- 
nities for vigilant investors. We 
do not advise constant switching 
about of securities but the con- 
servative investor must be the 
first to sell any issue which 
through change no longer fits the 
aims and standards he wants to 
attain. Proper diversification, min- 
imizing taxes, securing income, 
building up the value of your prin- 
cipal —all are vital matters in 
which the investor must be con- 
cerned. 

Investment Management Serv- 
ice, affiliated with The Magazine 
of Wall Street, is designed to 
meet the specific requirements of 
each investor as an individual. In- 
asmuch as you have no securities 
our first step would be to plan and 
lay out an investment program 
for your capital counseling you 
precisely where funds should be 
placed and notifying you when 
the time was right to act. After a 





C CONTINENTAL 
CAN COMPANY, Inc. 


The first quarter Interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable March 15, 1946, to 
stockholders of record at the close of 
business February 25, 1946. Books will 
not close. 

SHERLOCK McKEWEN, Treasurer. 











program was in operation your 
entire account would be kept un- 
der constant supervision and 
changes would be recommended 
whenever advisable so that all se- 
curities held would be those best 
suited to your specified aims. We 
would keep in mind your personal 
income needs, your tax problems 
and other personal information 
including keeping your list well 
diversified not only as to industry 
but as to type of investment. 

We note what your broker says 
about buying 100 share lots. It is 
natural that expenses are less if 
you are able to buy 100 share lots 
but with your amount of capital 
you would have to limit yourself 
to stocks which were quite low in 
price and we do not believe that 
such arbitrary price limitations 
would be advisable in carrying on 
your program. Rather, where nec- 
essary, we would advise 50 shares. 
One rule of sound diversification 
is not to concentrate more than 
10% of your entire capital in one 
stock. Another rule is not to buy 
too many very small items which 
merely complicate the account and 
increase your brokerage expenses. 
Should you become a client of In- 
vestment Management Service, 
we would specify not only what 
stocks to buy but also the amount, 
as we would be keeping in mind 
at all times your position, the 
amount of capital you have, as 
well as your other problems. 

Your entire list would be kept 
under the daily observation of a 
trained and experienced Account 
Executive to whom it would be as- 
signed. Full facilities for analysis 
are open to him, together with the 
assistance of the entire Advisory 
Board. It would never be neces- 
sary for you to consult Invest- 
ment Management Service. The 
Account Executive would take the 
initiative in advising you continu- 
ously as to the position of your 
holdings and would recommend, 
by personal letter or telegram, 
any necessary changes. 

The fee you pay Investment 
Management Service is fully al- 
lowable as a deduction from your 
income for federal personal in- 
come tax purposes. 





Profit Opportunities in the Making 
for Near Term Markets 


NOW—while the market is reappraising the various securities you 
should carefully review your position— 
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. with a view to making advantageous commitments in 


What Subscribers Say selected low-priced stocks . . . in special situations . . . in 


potential leaders—as new trends crystallize. 


Mr. D. M. of Newark, N. J. 
“I have been a subscriber for almost 18 
months now and I must say I have bene- : 
fitted by your service.” i investment policy. But it is important that you hold favored stocks in 
wae cay fsene yo a service. In approved industries . . . and know what action to take. 
all, I have purchased 15 different stocks 
that you ensenaqerscig = — made For this guidance, you can turn to The Forecast with confidence now 
f 4 one. Ou have done won- < 
rates Mag See aa I started your serv- and over the important months ahead. You would have the assurance 
ice the latter part of April 1945.” of knowing that you would be advised what and when to buy and 
Miss M. M. G. of Riverhead, N. Y. h i. Y ie 
“A friend of mine, Dr. H. S. of this town, when to sell. You would follow a specialized program especially 
recommended you to me. In fact, he is suited to your capital, wishes and objectives. 
quite a booster of your service.” 
Mr. F. N. S. of Fort Atkinson, Wisc. 
“Will be pleased to have you notify me 


Buy on setbacks . . . sell on strength has always proved a successful 








Act Now to Capitalize on 


of the expiration date of my subscription Next Important Market Advance 
to The Forecast. I don’t want to miss it 
as I figure that my subscription does not Enroll now to receive at this opportune time the complete and well- 
cost me a thing. You do make money for 


rounded service which The Forecast provides — a service geared to 


me. 
Mr. C. R, J. of St. Louis, Mo. today’s markets. 
“I follow your advices to the letter and am 
making money.” ; ; ; 
Mr. T. S. K. of Los Angeles, Cal. There are two low-priced sections — one for short-term profits with 
a — your Forecast the best offered stocks averaging under $15 — and the other for longer term capital 
oday. ; ; ; ; 
Mr. W. S. B. of Hartford, Conn, growth with stocks under $25. You will also receive our trading selec- 
“May I express my sincere appreciation of tions — Dynamic Special Situations — and our Program for Income 
the results obtained from the service ren- ; i 7 : ' 
dered to me during my subscription. It and Profit . . . to build an investment backlog. The following securi- 
has more than paid for itself. I feel that ties have been selected: 
the type of supervision given by you will 
be of untold benefit in the year to come —For the Short Term —For the Longer Term 
inasmuch as you seem almost psychic in 
a ey a Bal } as 2 Dynamic Special Situations 2 Income and Profit Investments 
r. * 5 - 0 altimore, ‘ , . 9 . 
oatane Gendell dhe wane os: tae and we ad Average Price Under 42 Average Price Under 35 
in your Forecast to be excellent, very ex- Low - Priced Opportunities 2 Capital Building Situations 


cellent indeed.” : é 

Ave. E. B. V. of Chicago, Il. Average Price Under 16 Average Price Under 23 
“I find The Forecast very satisfactory and 
know you are making money for your To participate in these recommendations . . . to capitalize on 
clients. Keep up the good work. . 

Mr. E. A. E. of Reading, Pa. the next recovery phase . .. mail the coupon below today. 
“As a subscriber for the past eight — 
I express my appreciation and satisfaction 
with your service. Every com- FREE SERVICE TO MARCH I, 1946 
mitment has shown a profit.” 

















THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


Special Offer! T enclose = [] $50 for 6 months’ subscription; [© $75 for a year’s subscription. 


(Service to start at once but date from March 1, 1946) 
MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 
5 $50 Air Mail: () $1.50 six months; [J $3.00 OO Telegraph me collect in anticipation of 


SERVICE one year in U. S. and Canada. — important market turning points . . 
Special Delivery: () $3.50 six months; when to buy and when to sell 
( $7.00 one year. 


MONTHS’ 
12 © service $75 Name 


Address 











Complete service will start at : 

once but date from March lst. City “or 

Subscriptions 00 The Forecast Your subscription shall not be assigned at List up to 12 of your securities for our 
piney ne nore pti Bra on any time without your consent. initial analytical and advisory report, 
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